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Background 

The  Office  of  the  Comptroller  of  the  Currency  (OCC) 
was  established  in  1863  as  a  bureau  of  the  Department 
of  the  Treasury.  The  OCC  is  headed  by  the  Comptroller 
who  is  appointed  by  the  President,  with  the  advice  and 
consent  of  the  Senate,  for  a  5-year  term. 

The  OCC  regulates  national  banks  by  its  power  to: 

•  Approve  or  deny  applications  for  new  charters, 
branches,  capital  or  other  changes  in  corporate 
or  banking  structure; 

•  Examine  the  banks; 

•  Take  supervisory  actions  against  banks  which 
do  not  conform  to  laws  and  regulations  or  which 
otherwise  engage  in  unsound  banking  practices, 
including  removal  of  officers,  negotiation  of 
agreements  to  change  existing  bank  practices 
and  issuance  of  cease  and  desist  orders;  and 

•  Issue  rules  and  regulations  concerning  banking 
practices  and  governing  bank  lending  and  in¬ 
vestment  practices  and  corporate  structure. 

The  OCC  divides  the  United  States  into  12  geograph¬ 
ical  regions,  with  each  headed  by  a  Regional  Admin¬ 
istrator. 

The  Office  is  funded  through  assessments  on  the 
assets  of  national  banks. 


. (VACANT) 

. H.  Joe  Selby 

.  .  .  .  Doyle  L.  Arnold 

. Brian  W.  Smith 

James  E  Boland,  Jr. 


The  Comptroller 

C.  T.  Conover  became  the  25th  Comptroller  of  the 
Currency  on  December  16,  1981. 

By  statute,  the  Comptroller  serves  a  concurrent  term 
as  a  Director  of  the  Federal  Deposit  Insurance  Corpora¬ 
tion,  a  member  of  the  Federal  Financial  Institutions  Ex¬ 
amination  Council  and  a  nonvoting  member  of  the  De¬ 
pository  Institutions  Deregulation  Committee. 

A  former  management  consultant,  Mr.  Conover  has 
dealt  extensively  with  commercial  banks  and  other  fi¬ 
nancial  institutions  and  has  concentrated  on  solving 
problems  in  the  areas  of  strategic  planning,  financial 
management  and  operations  improvement. 

He  received  a  B.A.  degree  from  Yale  University  in 
1960  and  an  M  B  A.  in  finance  from  the  University  of 
California  at  Berkeley  in  1965. 


The  Quarterly  Journal  is  the  journal  of  record  for  the  most  significant  actions  and  policies  of  the  Office  of  the 
Comptroller  of  the  Currency  It  is  published  four  times  a  year  in  March,  June,  September  and  December.  The  Quarterly 
Journal  me  jdes  policy  statements,  decisions  on  banking  structure,  selected  speeches  and  testimony,  material  released 
r  tr  e  nterpret  /e  letters  series  summaries  of  enforcement  actions,  statistical  data  and  other  information  of  interest  to  the 
adm  r,  strahon  of  national  banks  Suggestions,  comments  or  questions  may  be  sent  to  the  Communications  Division, 
-  /'  pt roller  of  the  Currency,  Washington,  DC  20219  Subscriptions  are  available  for  $50  a  year  by  writing  to 

OJ  Office  of  the  Comptroller  of  the  Currency,  Washington,  DC  20219. 
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Regional  Reorganization 


In  November,  the  Office  of  the  Comptroller  of  the  Cur¬ 
rency  (OCC)  announced  a  major  reorganization  of  its 
field  operations.  The  reorganization  began  on  January 
1,  1983,  and  will  take  place  over  an  18-month  period. 
The  OCC  will  change  the  geographic  boundaries  of  its 
field  operations  by  consolidating  12  regions  into  six 
districts.  The  organizational  structure  of  the  districts 
will  be  significantly  changed  to  reflect  their  increased 
responsibilities. 

Why  Change? 

The  OCC’s  regional  organization  was  designed  in 
1962.  It  has  remained  essentially  unchanged  except 
for  the  recent  consolidations  of  the  Portland  Regional 
Office  with  San  Francisco  and  the  Philadelphia  Re¬ 
gional  Office  with  New  York.  The  financial  mar¬ 
ketplace.  however,  has  changed  considerably  during 
that  time.  As  early  as  1976,  OCC  recognized  that  its 
regional  structure  was  becoming  increasingly  out¬ 
dated.  Several  studies  have  been  conducted  to  iden¬ 
tify  necessary  changes. 

In  1981,  the  OCC’s  Strategic  Plan  for  the  1 980’s  was 
developed.  The  Strategic  Plan  formally  establishes  the 
direction  the  OCC  must  take  in  order  to  prepare  the 
agency  to  anticipate  and  respond  quickly  and  effec¬ 
tively  to  the  major  forces  presenting  new  regulatory 
challenges.  These  forces  include: 

•  Changes  in  the  structure  of  financial  markets 

•  Advances  in  technology  and  telecommunica¬ 
tions 

•  Fluctuations  in  economic  conditions 

•  Expansion  of  the  international  banking  system 

•  Changes  in  the  role  of  government 

The  Comptroller  has  personally  endorsed  the  mission 
and  goals  in  the  Strategic  Plan  and  has  charged  each 
Senior  Deputy  Comptroller  with  taking  the  steps  nec¬ 
essary  to  meet  the  goals  outlined  in  the  plan. 

What  Is  the  Change? 

OCC  has  already  undergone  many  changes.  We  have 
reassessed  the  examination  priorities,  completely 
overhauled  our  planning  process,  and  made  signifi¬ 
cant  changes  in  examination  techniques.  We  are 
adopting  new  technology  to  perform  extensive  bank 
modeling  and  examiner  skills  are  changing  to  accom¬ 
modate  off-site  analysis. 


To  complement  these  changes,  reorganization  of  the 
regions  is  needed  since  they  are  the  focal  point  of  our 
operations.  The  Senior  Deputy  Comptroller  for  Na¬ 
tional  Operations,  H.  Joe  Selby,  was  charged  with 
realigning  OCC's  regional  operations.  This  has  and  will 
continue  to  be  done  with  the  help  of  the  District  Man¬ 
agement  Group  (DMG),  which  includes  six  regional 
administrators.  The  development  of  the  reorganization 
plan  and  many  of  the  details  necessary  for  its  imple¬ 
mentation  are  a  result  of  the  coordinated  efforts  of 
regional  and  Washington  personnel. 

District  Offices 

The  present  regions  will  be  reorganized  into  six  dis¬ 
tricts  headquartered  in  New  York,  San  Francisco,  Chi¬ 
cago,  Dallas,  Atlanta,  and  Kansas  City.  Most  of  the 
administrative  functions  carried  out  in  the  present  re¬ 
gional  offices  will  be  concentrated  in  these  cities. 

This  reorganization  will  permit: 

•  Increased  delegation  of  duties 

•  More  district  input  into  policy  development 

•  Better  use  of  technology 

•  More  efficient  use  of  administrative  staff 

•  More  examiner  availability  for  bank  supervisory 
work 

Field  Offices 

Field  offices  will  be  established  in  financial  centers 
throughout  the  country.  The  DMG  has  proposed  that 
23  field  offices  be  established  in  the  following  cities: 
Boston,  Mass.,  New  York,  N.Y.,  Philadelphia,  Pa.,  At¬ 
lanta,  Ga.,  Memphis,  Tenn.,  Miami,  Fla.,  Richmond, 
Va.,  Chicago,  III.,  Cincinnati,  Ohio,  Cleveland,  Ohio, 
Springfield,  III.,  Kansas  City,  Mo.-,  Minneapolis,  Minn., 
Omaha,  Neb.,  Dallas,  Tex..  Houston,  Tex.,  Midland, 
Tex.,  Oklahoma  City,  Okla.,  Denver,  Colo.,  Los  An¬ 
geles,  Calif.,  Salt  Lake  City,  Utah,  San  Francisco,  Calif., 
and  Seattle,  Wash. 

These  offices  will  be  phased  in  over  time  and  final  sites 
may  vary  slightly.  Field  offices  will  permit  increased 
delegation  to  the  field  of  bank  supervisory  respon¬ 
sibilities  and  enhance  the  OCC’s  supervisory  ca¬ 
pabilities  by  directing  more  resources  to  bank  supervi¬ 
sion  and  examinations. 

District  Office  Structure 

The  present  regional  office  structure  will  be  realigned 
to  effectively  manage  the  increased  supervisory  re 
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DISTRICT  CONFIGURATION 


sponsibilities,  geographic  boundaries,  and  personnel 
assigned  to  the  new  districts.  The  organizational  chart 
shows  the  principal  lines  of  authority.  Each  district  will 
be  headed  by  two  senior  executives,  a  Deputy  Comp¬ 
troller  and  a  District  Administrator.  In  addition,  the  dis¬ 
trict  office  structure  will  include  a  district  counsel,  and 
directors  for  administration,  bank  supervision,  analysis 
and  field  offices.  Overall,  these  director  positions  are 
comparable  to  present  deputy  regional  administrator 
positions. 


established  matrix  form  of  management  used  within 
the  OCC. 

The  Deputy  Comptroller  is  the  chief  executive  officer 
and  manager  of  a  district  as  well  as  a  member  of  the 
District  Management  Group.  This  person  will  contrib¬ 
ute  to  policy  development,  ensure  uniform  policy  im¬ 
plementation,  promote  the  goals  of  the  Strategic  Plan 
and  participate  in  the  development  of  systems  to  im¬ 
prove  the  efficiency  of  OCC  programs. 


This  organizational  structure  was  designed  to  be  con¬ 
sistent  with  the  functional  responsibilities  in  the  Wash¬ 
ington  office  as  well  as  to  carry  to  the  districts  the 
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On  a  day-to-day  basis,  the  District  Administrator  will 
direct  the  implementation  of  programs  and  policies 
regarding  supervision  and  the  regulation  of  national 
banks,  and  will  provide  executive  leadership  to  the 
district  directors. 

The  District  Counsel  will  serve  as  legal  advisor  in  the 
district  and  administrative  chief  of  the  district’s  legal 
staff. 

The  Director  for  Administration  will  ensure  that  ade¬ 
quate  resources  are  available  to  meet  district  needs 
Responsibilities  will  include  human  resource  pro¬ 
grams,  finance  and  planning,  administrative  services, 
management  information  systems,  training,  and  ca¬ 
reer  development. 

The  Director  for  Bank  Supervision  will  direct  district 
bank  supervision  activities  to  ensure  the  safety  and 
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soundness  of  the  national  banking  system  and  to  pro¬ 
mote  competitiveness,  integrity,  and  stability.  This  di¬ 
rector  will  be  responsible  for  special  projects,  bank 
financial  analysis,  regional  banks,  and  examination 
support. 

The  Director  for  Analysis  will  provide  analytical  review 
of  district  banking  and  office  operations  which  affect 
the  supervision  of  national  banks.  The  director  will  be 
responsible  for  licensing  (corporate)  activities,  policy 
analysis,  operations  analysis,  and  environmental  anal¬ 
ysis. 

The  field  office  directors,  although  not  in  the  district 
office,  will  work  closely  with  the  other  district  directors. 
They  will  supervise  field  examiners  assigned  to  their 
geographical  areas  to  ensure  a  quality  examination 
process.  These  directors  will  also  direct  and  coordi¬ 
nate  other  supervisory  functions  and  serve  as  liaisons 
between  bankers  and  examiners  and  the  District  Ad¬ 
ministrator. 

Other  examiner  positions,  both  in  the  field  and  district 
offices,  will  be  defined  as  the  offices  are  established 

New  District  Management  Teams 

Comptroller  Conover  and  Senior  Deputy  Comptroller 
Selby  have  announced  the  executive  management 
teams  which  will  head  the  new  six  districts  of  the  OCC. 
These  teams  reflect  outstanding  managerial  talent  and 
experience.  The  combination  of  the  deputy  comp¬ 
trollers  (DC)  and  district  administrators  (DA)  will  en¬ 
hance  the  OCC's  ability  to  manage  change  and  meet 
the  goals  of  the  Strategic  Plan.  The  traditional  admin¬ 
istration  of  field  functions  will  be  complemented  by 
directly  involving  the  Deputy  Comptrollers  in  policy 
determination. 

Northeastern  District 
DC:  Thomas  W.  Taylor 
DA:  Ralph  W.  Gridley 
Southeastern  District 
DC:  Robert  J.  Herrmann 
DA:  John  F.  Downey 


Central  District 
DC:  Michael  A.  Mancusi 
DA:  Larry  T.  Gerzema 
Midwestern  District 
DC:  Dean  S.  Marriott 
DA:  Peter  C.  Kraft 
Southwestern  District 
DC:  Clifton  A.  Poole,  Jr. 

DA:  Vacant 
Western  District 
DC:  Billy  C.  Wood 
DA:  Rufus  0.  Burns,  Jr. 

Implementation 

An  18-month  implementation  schedule  has  been  es¬ 
tablished  to  minimize  the  disruption  in  each  new  dis¬ 
trict  while  completing  the  process  in  a  timely  manner. 
Reorganization  for  each  region  will  take  approximately 
six  months  and,  as  the  implementation  schedule 
shows,  beginning  dates  will  be  staggered.  Implemen¬ 
tation  will  begin  on  January  1,  1983,  with  the  reorga¬ 
nization  completed  by  June  30,  1984. 

Each  national  bank  will  receive  individual  details  as  the 
OCC  proceeds  with  implementation. 


IMPLEMENTATION  SCHEDULE 


Month 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

1  7 

18 

New  York  Boundaries  Completed 
Maryland  &  District  ot  Columbia 
Boston 

Chicago  Boundaries  Completed 
Wisconsin 

Cleveland 

Upper  Michigan 

San  Francisco  Boundaries  Completed 
Denver 

Atlanta  Boundaries  Completed 

Memphis 

Richmond 

Dallas  Boundaries  Completed 

New  Mexico 

Memphis  (Arkansas.  Louisiana) 

Kansas  City  Boundaries  Completed 
Minneapolis 
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The  New  Short-Term  Deposit  Accounts 


On  October  15,  1982,  the  President  signed  the  Garn- 
St  Germain  Depository  Institutions  Act  of  1982.  The 
Act  will  allow  financial  institutions  and  their  regulators 
to  deal  more  effectively  with  both  the  rapidly  changing 
economy  and  the  financial  services  marketplace. 

Section  327  of  the  Act  should  have  an  especially  sig¬ 
nificant  effect  on  the  operations  of  national  banks  and 
other  depository  institutions.  It  requires  the  Depository 
Institutions  Deregulation  Committee  (DIDC)  to  author¬ 
ize  a  new  deposit  account  to  compete  with  Money 
Market  Mutual  Funds  (MMFs).  The  Committee  had 
considered  authorizing  an  account  to  compete  with 
MMFs,  but  had  hesitated  to  adopt  a  truly  liquid  market- 
rate  account  because  internal  shifting  of  savings  de¬ 
posits  could  lead  to  negative  earnings. 

Faced  with  the  provisions  of  the  new  law,  the  Commit¬ 
tee  created  the  Money  Market  Deposit  Account 
(MMDA)  and  the  Super-NOW  account. 

The  Money  Market  Deposit  Account  reflects  the  Act's 
directive  to  create  an  account  that  would  be  "directly 
equivalent  to  and  competitive  with"  MMFs.  At  a  special 
public  meeting  on  November  15,  the  Committee  au¬ 
thorized  the  limited-transaction  account  with  a  $2,500 
minimum  deposit  and  no  interest  rate  ceiling.  At  that 
time,  the  Committee  also  agreed  to  consider  authoriz¬ 
ing  an  MMDA  with  unlimited  transactions  at  a  later 
meeting. 

At  its  December  6  meeting,  the  DIDC  authorized  the 
Super-NOW  account.  The  account  offers  unlimited 
transactions,  but  is  available  only  to  depositors  who 
are  eligible  for  NOW  accounts.  After  creating  the 
Super-NOW,  the  DIDC  requested  comments  on  the 
feasibility  of  allowing  unlimited  transactions  for 
MMDAs  to  accommodate  corporations  and  other  de¬ 
positors  not  eligible  for  NOW  accounts. 

The  Money  Market  Deposit  Account 

The  DIDC  realized  that  most  MMF  customers  use  the 
funds  for  investment  rather  than  transaction  purposes 
Therefore,  the  Committee  tried  to  design  an  account 
that  would  allow  banks  to  compete  for  investment  bal¬ 
ances.  Committee  members  noted  that,  under  the  au¬ 
thorizing  regulation,  banks  could  offer  a  variety  of  ac¬ 
counts,  with  each  institution  tailoring  account  offerings 
to  a  particular  market. 

The  DIDC  set  the  minimum  balance  for  the  MMDA  at 
$2,500,  a  compromise  between  committee  proposals 


for  no  minimum  or  a  $5,000  minimum.  The  Committee 
decided  against  a  separate  minimum  initial  deposit 
and  minimum  maintenance  balance  for  the  account, 
but  members  stressed  that  institutions  could  set  a 
different  minimum  initial  deposit  and  maintenance  bal¬ 
ance,  as  long  as  both  were  no  less  than  $2,500. 

The  DIDC  gave  banks  even  more  flexibility  by  allowing 
MMDA  account  balances  to  fall  below  $2,500  on  the 
condition  that  these  balances  would  be  subject  to  the 
ceiling  rate  of  interest  for  regular  NOW  accounts,  cur¬ 
rently  5Va  percent.  To  compute  the  minimum  balance, 
institutions  may  use  the  average  daily  balance  any¬ 
where  from  1  day  to  1  month.  If  the  average  daily 
balance  falls  below  $2,500,  the  NOW-account  ceiling 
will  apply  for  the  entire  computation  period. 

Some  limitations  accompany  the  increased  flexibility. 
Institutions  may  not  commit  themselves  to  a  certain 
rate  of  interest  or  particular  method  of  calculating  inter¬ 
est  for  a  period  exceeding  1  month.  In  addition,  institu¬ 
tions  may  not  base  the  rate  of  interest  paid  on  the 
period  of  time  funds  remain  on  deposit,  if  that  period  is 
longer  than  1  month. 

These  limitations  are  intended  to  prevent  institutions 
from  converting  the  MMDA  into  a  long-term  deposit 
instrument.  The  DIDC  restricted  guarantees  on  interest 
rates  because  it  feared  that  some  institutions  would 
offer  the  account  with  a  long  maturity  or  would  require 
funds  to  remain  on  deposit  for  an  extended  term  in 
order  to  earn  a  particular  interest  rate.  This  would 
conflict  with  the  intent  of  the  DIDC’s  long-term  de¬ 
regulation  schedule. 

The  DIDC  knew  that  these  limitations  might  cause 
confusion  and  some  marketing  difficulty.  In  spite  of 
this,  most  institutions  have  used  the  1 -month  interest 
rate  guarantee  to  their  advantage.  MMFs  cannot 
promise  investors  a  particular  yield  because  their 
rates  must  reflect  actual  portfolio  earnings  Many 
banks  and  thrifts  have  highlighted  this  difference  in 
their  advertising. 

Because  the  Committee  believes  the  MMDA  should  be 
an  investment  account,  they  limited  the  number  of 
transactions  to  six  preauthorized  or  automatic  trans¬ 
fers  per  month,  three  of  which  may  be  checks  With¬ 
drawals — by  mail,  in  person,  or  through  an  automatic 
teller  machine — are  unrestricted  The  DIDC  believed 
that  these  stipulations  would  give  institutions  the  flexi¬ 
bility  they  need  to  compete  with  money  market  funds 
Because  of  the  limited  number  of  transactions  the 
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Federal  Reserve  Board  has  applied  the  savings  de¬ 
posit  reserve  requirement  to  the  MMDA  instead  of  the 
higher  requirement  for  transaction  accounts. 

Monitoring  and  enforcing  the  transaction  limitations 
could  be  difficult  for  some  institutions.  As  a  result,  the 
DIDC  decided  that  institutions  may  prevent  transac¬ 
tions  in  excess  of  the  limit  or  monitor  account  activity 
after  transactions  have  occurred.  In  the  latter  case,  the 
institution  must  contact  the  customer  if  a  clear  violation 
exists.  If  the  violations  continue,  then  the  account  will 
have  to  be  closed  or  the  transaction  capability  taken 
away. 

The  Super-NOW  Account 

At  the  December  6  meeting,  the  DIDC  decided  to 
allow  a  deregulated  rate  of  interest  to  be  paid  on  NOW 
accounts  with  balances  of  $2,500  or  more.  Using  its 
authority  under  the  Consumer  Checking  Account 
Equity  Act  of  1980  (12  USC  1832(a)),  the  DIDC  cre¬ 
ated  the  Super-NOW  account,  or  a  transactional 
MMDA  for  a  certain  class  of  depositors. 


The  Super-NOW  is  identical  to  the  MMDA  except  that  it 
offers  unlimited  transactions  and  is  available  only  to 
individuals,  certain  nonprofit  organizations,  and  gov¬ 
ernmental  units.  The  Federal  Reserve  Board  has  im¬ 
posed  a  transaction  account  reserve  requirement  on 
the  Super-NOW. 

Effect  of  the  New  Accounts 

These  new  accounts  will  undoubtedly  drive  up  the 
cost  of  funds.  The  resulting  reduction  in  net  interest 
income  will  depend  on  the  amount  and  nature  of  inter¬ 
nal  deposit  shifting  that  occurs  in  relation  to  the 
amount  of  new  funds  the  accounts  attract. 

The  success  of  the  MMDA  and  the  Super-NOW  should 
not  be  judged  on  the  basis  of  short-term  effects  alone. 
Some  feel  that  the  MMDA  and  the  Super-NOW  have 
needlessly  accelerated  the  increase  in  the  cost  of 
funds  for  some  institutions,  while  others  feel  it  is  more 
important  for  banks  and  thrifts  to  retain  their  depositor 
base.  It  is  hoped  that  the  new  short-term  accounts  will 
help  assure  the  long-run  competitiveness  of  depos¬ 
itory  institutions  in  the  financial  services  marketplace. 


Features  of  the  new  accounts 


Minimum  Balance 
Interest  Rate 

Limitation  on  Guarantee  of  Interest  Rate 
Ceiling  When  Balances  Fall  Below  Minimum 
Computation  Period  for  Minimum  Balance 
Allowable  Transactions 

Eligibility 

Reserve  Requirement 


MMDA 

$2,500 
No  Ceiling 
One  Month 

51/4% 

One  day  to  one  month 
6  transfers  including  at  most 
3  drafts 
Unrestricted 
9%  personal, 

3%  nonpersonal 


Super-NOW 

$2,500 
No  ceiling 
One  Month 

514% 

One  day  to  one  month 

Unlimited 
NOW-eligible  only 

12% 


Susan  Krause 

Manager,  Financial  Markets 

Economic  and  Policy  Analysis  Division 
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Operations  of  National  Banks 


Despite  the  absence  of  real  economic  growth  during 
the  first  9  months  of  1982,  national  bank  assets  con¬ 
tinued  to  grow  moderately.  As  of  September  30,  1982, 
the  4,555  national  banks  in  operation  reported  consoli- 
ated  assets  totaling  $1,248  billion,  a  7.8  percent  in¬ 
crease  over  the  previous  September's  figure.  Foreign 
office  assets  declined  6.1  percent  from  $246  billion  in 
September  1981  to  $231  billion  at  the  end  of  the  third 
guarter  of  1982.  National  banks  maintained  the  59 
percent  share  of  the  assets  of  all  insured  commercial 
banks  they  have  held  throughout  most  of  the  past 
decade. 

The  first  table  in  this  section  provides  a  complete 
balance  sheet  for  the  national  banking  system  as  of 
September  30,  1982  with  comparable  figures  for  the 
same  date  a  year  earlier.  That  table  shows  fairly  strong 
loan  growth  as  borrowers  took  advantage  of  falling 
interest  rates  to  finance  trade  and  to  ease  cash  flow 
strains.  Net  loans  increased  $66  billion  to  $702  billion 
by  September  30,  1 982,  a  1 0.4  percent  rise.  The  entire 
amount  of  this  increase  occurred  at  domestic  offices 
where  loans  rose  by  14.3  percent  to  $564  billion.  Net 
loans  accounted  for  over  73  percent  of  the  almost  $91 
billion  growth  in  consolidated  assets. 

The  largest  component  of  domestic  loan  portfolios, 
commercial  and  industrial  loans,  performed  well,  in¬ 
creasing  21  percent  to  $244  billion.  Loans  to  financial 
institutions  grew  most  rapidly,  increasing  30.8  percent 
to  $39  billion  by  the  end  of  September.  In  contrast, 
loans  to  individuals  increased  only  4.7  percent  to  $1 07 
billion.  More  than  half  of  that  $4.8  billion  increase  oc¬ 
curred  during  the  third  guarter  of  1982 — an  annual 
rate  of  increase  of  10.3  percent — suggesting  that  the 
consumer  borrowing  expected  to  lead  an  economic 
recovery  may  have  begun.  Real  estate  lending  was  not 
as  encouraging.  Holdings  of  mortgages  on  one-  to 
four-family  residential  properties  grew  only  4  percent, 
or  $3.5  billion,  to  slightly  less  than  $92  billion  during 
the  year  ending  September  30,  1982,  reflecting  the 
continuing  depressed  state  of  the  housing  market 
Additional  detail  on  domestic  office  loan  activity  is 
provided  in  the  Statistical  Tables  section.  Loans  held  in 
foreign  offices  of  national  banks  totalled  $138  billion,  a 
decline  of  $4  billion,  or  2.9  percent,  from  their  Septem¬ 
ber  30,  1981  levels. 

In  response  to  the  prevailing  recessionary  conditions, 
national  banks  have  steadily  increased  their  allowance 
for  possible  loan  losses.  Reserves  as  of  September  30, 


1982  totalled  $7.7  billion,  up  15.9  percent  from  the 
previous  September,  compared  with  total  loan  growth 
of  10.5  percent  over  the  same  period.  Allowances  for 
possible  loan  losses  egualled  1.1  percent  of  total 
loans. 

The  slow  growth  of  national  bank  holdings  of  invest¬ 
ment  securities  continued,  rising  only  4.3  percent  to 
$184  billion.  The  average  maturities  of  investment  se¬ 
curities  were  also  shortened.  Government  issues  due 
in  1  year  or  less  accounted  for  25.2  percent  of  all 
securities  held  in  domestic  offices  of  national  banks  on 
September  30,  1982,  up  from  23.7  percent  a  year 
earlier. 

“Real  estate  owned  other  than  bank  premises,"  an 
accounting  classification  that  includes  assets  ac- 
guired  from  loan  foreclosures,  jumped  56.7  percent  at 
national  banks  to  almost  $2.2  billion  as  of  September 
30,  1982,  up  from  $1.4  billion  a  year  earlier.  This  illus¬ 
trates  the  effect  of  high  interest  rates  on  borrowers’ 
ability  to  repay  and  its  impact  on  financial  institutions. 
Growth  in  non-interest  earning  assets  at  foreign  and 
domestic  offices  of  national  banks  outpaced  overall 
asset  growth,  rising  almost  14  percent  or  about  $12 
billion  to  $97  billion  during  the  year  ending  September 
30,  1982. 

The  liability  structure  of  national  banks  continued  to 
shift  as  depositors  were  offered  a  variety  of  new  de¬ 
posit  instruments.  Demand  deposits  at  domestic  of¬ 
fices  fell  $11  billion  to  $194  billion,  a  decline  of  5.4 
percent  over  the  12  months  ending  September  30, 
1982.  Time  and  savings  deposits  at  domestic  offices 
of  national  banks  rose  a  brisk  17.4  percent  or  $81 
billion  to  total  $546  billion  over  the  same  period. 

Savings  deposits  at  domestic  offices  of  national  banks 
rose  $10  billion  during  the  12  months  ending  Septem¬ 
ber  1982.  This  increase  was  due  almost  entirely  to  a  $9 
billion  increase  in  NOW  and  automatic  transfer  ac¬ 
counts  to  $40  billion.  Other  savings  accounts  in¬ 
creased  a  bare  1.2  percent  to  $86  billion  during  the 
same  period. 

The  fastest  growing  component  of  time  deposits  was 
time  deposits  over  $100,000  other  than  CDs.  which 
doubled  in  volume  to  reach  almost  $25  billion  by  Sep¬ 
tember  1 982  from  less  than  $1 3  billion  a  year  earlier  In 
contrast,  money  market  certificates  of  deposit 
(MMCDs),  which  had  grown  rapidly  since  their  intro 
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Assets,  liabilities  and  capital  accounts  of  national  banks,  September  30,  1981  and  September  30,  1982 

(Dollar  amounts  in  millions) 
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Excludes  two  nomrfsured  national  trust  banks  with  total  assets  of  $7  million,  and  two  national  banks  that  did  not  report  for  September  30,  1982 


duction  in  1978,  grew  only  5.4  percent  to  $125  billion. 
Certificates  of  deposit  over  $100,000,  the  largest  com¬ 
ponent  of  time  deposits,  reached  $186  billion,  a  $23 
billion  increase  from  September  1981.  As  of  Septem¬ 
ber  30,  1982,  total  time  deposits  at  domestic  offices 
stood  at  $420  billion,  an  increase  of  20.4  percent. 

Total  deposits  in  foreign  offices  of  national  banks  total¬ 
led  $214  billion  on  September  30,  1982,  a  3.6  percent 
decrease  from  September  1981 .  That  $8  billion  loss  of 
deposits  accounted  for  slightly  more  than  half  of  the 
contraction  in  foreign  office  liabilities  during  that  pe¬ 
riod. 

Federal  funds  purchased  and  securities  resold  under 
agreements  to  repurchase,  a  major  source  of  short¬ 
term  funding,  especially  for  large  national  banks,  grew 
$14  billion  to  $1 10  billion  by  September  1982,  a  14.5 
percent  increase  National  banks  maintained  their  re¬ 
liance  on  purchased  funds  (defined  as  foreign  office 
deposits,  large  time  deposits,  federal  funds  and  re¬ 
purchase  agreements,  and  borrowings,  including 
notes  to  the  U.S.  Treasury)  which  represented  45.5 
percent  of  assets.  Including  MMCDs  in  that  ratio  would 
raise  it  to  55  5  percent  of  assets,  compared  to  55.7 
percent  for  September  1981. 

During  the  year  ending  September  30,  1982,  eguity 
capital  increased  more  rapidly  than  assets,  resulting  in 
a  modest  increase  in  national  banks'  eguity-to-asset 
ratio  to  5.64  percent. 

Delinquent  loans  at  national  banks  jumped  sharply 
from  June  to  September  1982,  increasing  from  5.0  to 
5.7  percent  of  total  domestic  loans.  That  increase, 
from  $28  billion  to  $32  billion,  was  the  sharpest  quar¬ 
terly  increase  since  data  collection  began  in  1974  The 
"average"  national  bank's  delinquent  loans  averaged 
4.6  percent  of  domestic  loans  as  of  September  1982, 
up  from  3.9  percent  a  year  earlier.  Because  large 
national  banks  typically  have  higher  proportions  of 
past  due  loans  than  small  national  banks,  the  "aver¬ 


age”  bank’s  past  due  ratio  is  lower  than  that  for  the 
system  as  a  whole.  Additional  detail  is  provided  in  the 
past  due  loans  tables  in  the  Statistical  Tables  section 

Two  tables  in  this  section  provide  balance  sheet  and 
year-to-date  income  data  for  large  national  banks  re¬ 
porting  on  September  30,  1982.  The  assets  of  these 
316  institutions  totalled  almost  $1 ,002  billion  and  com¬ 
prised  80.3  percent  of  the  assets  held  by  all  national 
banks.  These  large  national  banks  include  the  133 
national  banks  that  operated  international  offices  at 
the  end  of  the  third  quarter  of  1 982.  The  balance  sheet 
information  for  these  multinational  institutions  as  of 
September  30,  1982  is  also  provided. 

Compared  to  the  national  banking  system  as  a  whole, 
large  national  banks  invested  a  smaller  proportion  of 
their  assets  in  securities,  under  11  percent,  and 
slightly  more  of  their  assets  in  loans,  almost  58  percent 
as  of  September  30,  1982.  They  were  also  more  highly 
leveraged,  with  an  equity-to-assets  ratio  of  5.0  percent 
on  the  same  date. 

These  banks  reported  net  income  of  $4.4  billion  for  the 
9  months  ending  September  30,  1982.  On  an  an¬ 
nualized  basis,  that  net  income  equals  0.6  percent  of 
their  assets  and  11.8  percent  of  their  equity  capital, 
down  slightly  from  returns  on  assets  and  equity  earned 
by  large  national  banks  in  operation  during  the  first 
three  quarters  of  1981 .  Large  national  banks  in  contin¬ 
uous  operation  since  the  beginning  of  1981  reported 
net  loan  losses  of  $2  0  billion  as  of  September  30, 
1982,  up  a  sharp  75  percent  over  their  losses  incurred 
during  the  first  9  months  of  1981 . 

Although  recessionary  conditions  have  reduced  asset 
quality,  resulting  in  rising  loan  delinquencies  and 
losses,  falling  interest  rates  should  help  reduce  de¬ 
posit  expense  and  other  costs  of  funds,  improving  the 
performance  of  national  banks  during  the  second  half 
of  1982. 


9 


Consolidated  assets  and  liabilities  of  large*  national  banks,  September  30,  1982 

(Dollar  amounts  in  millions) 


316  banks 


Foreign f  and 
domestic  offices 

Domestic 

offices 

Cash  and  due  from  depository  institutions . 

$  174,015 

$  86,287 

U  S  Treasury  securities . 

29,709 

29,549 

Obligations  of  other  U  S  government  agencies  and  corporations 

17,631 

17,599 

Obligations  of  states  and  political  subdivisions  in  the  United  States  . 

52,381 

51,759 

Other  bonds,  notes  and  debentures . 

6,139 

1,524 

Federal  Reserve  stock  and  corporate  stock 

1,199 

1,061 

Trading  account  securities . 

8,647 

7,636 

Federal  funds  sold  and  securities  purchased  under  agreements  to  resell . 

38,564 

38,015 

Loans,  total  (excluding  unearned  income) . 

513,821 

445,023 

Less.  Allowance  for  possible  loan  losses .  . 

6,296 

6,075 

Loans,  net . 

576  582 

438  949 

Lease  financing  receivables . 

10,390 

8,581 

Bank  premises,  furniture  and  fixtures,  and  other  assets  representing  bank  premises . 

14,294 

12,986 

Real  estate  owned  other  than  bank  premises . 

1,594 

1,505 

Investments  in  unconsolidated  subsidiaries  and  associated  companies . 

1,275 

333 

Customers'  liability  on  acceptances  outstanding .  . 

42,099 

30,482 

Other  assets .  . 

27,061 

44,305 

Total  assets . 

1,001,580 

770,570 

Demand  deposits  of  individuals,  partnerships  and  corporations . 

115,295 

115,295 

Time  and  savings  deposits  of  individuals,  partnerships  and  corporations . 

338,374 

338,374 

Deposits  of  U  S.  government  . 

1,498 

1,498 

Deposits  of  states  and  political  subdivisions  in  the  United  States . 

28,090 

28,090 

Deposits  of  foreign  governments  and  official  institutions . 

4,401 

4,401 

Deposits  of  commercial  banks .  .  . 

37,305 

37,305 

Certified  and  officers'  checks . 

5,557 

5,557 

Total  deposits  in  domestic  offices . 

530,521 

530,521 

Total  demand  deposits . 

148,363 

148,363 

Total  time  and  savings  deposits . 

382,159 

382,159 

Total  deposits  in  foreign  offices! . 

214,314 

NA 

Total  deposits . 

744,835 

530,521 

Federal  funds  purchased  and  securities  sold  under  agreements  to  repurchase . 

100,020 

99,759 

Interest-bearing  demand  notes  issued  to  the  U  S.  Treasury . 

12,286 

12,286 

Other  liabilities  for  borrowed  money . 

19,562 

8,459 

Mortgage  indebtedness  and  liabilities  for  capitalized  leases . 

1,477 

1.416 

Banks'  liability  on  acceptances  executed  and  outstanding . 

44,538 

32,899 

Other  liabilities . 

26,660 

32,270 

Total  liabilities . 

948  379 

717,610 

Subordinated  notes  and  debentures . 

3,054 

2.813 

Preferred  stock . 

90 

90 

Common  stock . 

9,626 

9,626 

Surplus 

15,124 

15,124 

Undivided  profits  ... 

24  903 

24,903 

Reserve  for  contingencies  and  other  capital  reserves 

405 

405 

Total  equity  capital . 

50,147 

50,147 

Total  liabilities,  subordinated  notes  and  debentures  and  equity  capital . 

1,001,580 

770,570 

*  Large  national  banks  Include  all  those  with  assets  over  $300  million  as  of  either  June  30,  1981  or  1 980,  and  all  national  banks  with  foreign  offices, 
t  For  reporting  purposes,  foreign  offices  include  Edge  and  Agreement  subsidiaries  located  in  the  U  S.  and  branches  in  Puerto  Rico,  U  S.  Virgin 
Islands  and  U  S  Trust  Territories. 
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Year-to-date  income  and  expenses  of  large *  national  banks,  September  30,  1982 

(Dollar  amounts  in  millions) 


316  banks 

Consolidated 
foreign  and 
domestic 

Percent 

distribution 

Operating  income 

Interest  and  fees  on  loans . 

$64,131.3 

67  6 

Interest  on  balances  with  depository  institutions . 

10,919.6 

11.5 

Income  on  federal  funds  sold  and  securities  purchased  under  agreements  to  resell . 

3,568.0 

3  8 

Interest  on  U  S.  Treasury  securities  and  on  obligations  of  other  U  S  government 

agencies  and  corporations . 

3,949.7 

4.2 

Interest  on  obligations  of  states  and  political  subdivisions  in  the  United  States . 

2,835  6 

30 

Income  from  all  other  securities  (including  dividends  on  stock) . 

634  7 

7 

Income  from  lease  financing . 

943  9 

1.0 

Income  from  fiduciary  activities . 

1,320.0 

1  4 

Service  charges  on  deposit  accounts . 

1,243  5 

1.3 

Other  service  charges,  commissions,  and  fees . 

2,826  1 

3  0 

Other  operating  income . 

2,528  2 

2.7 

Total  operating  income . 

94,900  7 

100  0 

Operating  expenses: 

Salaries  and  employee  benefits . 

10,576  8 

119 

Interest  on  time  certificates  of  $100,000  or  more  (issued  by  domestic  offices) . 

15,153.0 

17  0 

Interest  on  deposits  in  foreign  offices . 

22,269  2 

25  0 

Interest  on  other  deposits  .  . 

14,945  0 

16  8 

Expense  of  federal  funds  purchased  and  securities  sold  under  agreements  to  repurchase  . 

10,160  1 

1 1  4 

Interest  on  demand  notes  issued  to  the  U  S  Treasury  and  on  other  borrowed  money . 

2,897  8 

3.3 

Interest  on  subordinated  notes  and  debentures . 

224  7 

3 

Occupancy  expense  of  bank  premises,  net  and  furniture  and  equipment  expense . 

3,341  8 

38 

Provision  for  possible  loan  losses . 

2,796  5 

3  1 

Other  operating  expenses . 

6,644  1 

7.5 

Total  operating  expenses . 

89,008  8 

100  0 

Income  before  income  taxes  and  securities  gains  or  losses 

5,891  8 

Applicable  income  taxes . 

1,208  1 

Income  before  securities  gams  or  losses . 

4,683.8 

Securities  gains  (losses),  gross .  . 

-452  0 

Applicable  income  taxes . 

—  191.6 

Securities  gams  (losses),  net . 

-260  4 

Income  before  extraordinary  items . 

4,423  3 

Extraordinary  items,  net 

6  1 

Net  income .  . 

4.429  4 

Cash  dividends  declared  on  common  stock . 

1.952  9 

Cash  dividends  declared  on  preferred  stock  . 

3.9 

Total  cash  dividends  declared  . 

1.956  8 

Recoveries  credited  to  allowance  for  possible  loan  losses . 

574  7 

Losses  charged  to  allowance  for  possible  loan  losses . 

2,671.9 

Net  loan  losses  . 

2,097.2 

Ratio  to  total  operating  income 

55  2 

Interest  on  deposits . 

Other  interest  expense . 

14  0 

Salaries  and  employee  benefits . 

11.1 

Other  noninterest  expenses . 

13  5 

Total  operating  expenses  . 

93  8 

Ratio  of  net  income  to 

Total  assets  (end  of  period) . 

0  59 

Total  equity  capital  (end  of  period)  . 

1 1  78 

*  Large  national  banks  include  all  those  with  assets  over  $300  million  as  of  either  June  30,  1981  or  1980,  and  all  national  banks  with  foreign  offices. 
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OCTOBER  1982 


Comptroller’s  Report  of  Operations — 1982 


The  Comptroller  supervises  and  regulates  national 
banks  through  a  nationwide  staff  of  bank  examiners 
and  other  professional  and  support  personnel  An  in¬ 
formal  Policy  Group  consisting  of  the  Senior  Deputy 
Comptroller  for  Bank  Supervision,  the  Senior  Deputy 
Comptroller  for  National  Operations,  the  Senior  Deputy 
Comptroller  for  Policy  and  Planning,  the  Chief  Coun¬ 
sel,  and  the  Deputy  Comptroller  for  Industy  and  Public 
Affairs  advises  the  Comptroller  on  the  development 
and  implementation  of  OCC  policy.  The  group  also 
discusses  possible  action  on  complex,  controversial 
or  highly  sensitive  issues  which  could  significantly  af¬ 
fect  the  OCC,  its  employees  or  the  banking  industry. 


Comptroller's  Staff 

The  Comptroller  has  a  small  personal  staff  that  directs, 
coordinates  and  manages  the  day-to-day  operations 
of  his  office  and  advises  the  Comptroller  on  policy 
formulation  and  management  decisions.  The  staff  con¬ 
ducts  studies,  surveys  and  investigations  and  devel¬ 
ops  the  framework,  monitoring  and  management  of 
special  projects.  The  Comptroller’s  Executive  Assistant 
and  Special  Assistants  may  act  on  the  Comptroller's 
behalf  in  carrying  out  policies  and  directions  and  by 
providing  liaison  with  other  agencies. 

Industry  and  Public  Affairs — The  Industry  and  Public 
Affairs  Department  was  created  during  the  May  1982 
reorganization  of  the  Washington  office.  Under  the  di¬ 
rection  of  a  Deputy  Comptroller,  who  is  a  member  of 
the  Policy  Group,  the  department  provides  information 
to  and  works  with  those  outside  the  OCC  to  further  the 
agency’s  goals.  It  is  responsible  for  external  relations 
with  banks  and  banking  organizations,  Congress,  the 
public,  news  media,  and  community  and  consumer 
groups.  The  department  includes  the  Congressional 
Affairs,  Communications,  and  Community  and  Con¬ 
sumer  Affairs  divisions. 


Senior  Deputy  Comptroller  for  Bank 
Supervision 

The  Senior  Deputy  Comptroller  for  Bank  Supervision 
formulates,  implements  and  monitors  bank  super¬ 
visory  policy.  Related  responsibilities  include  remote 
screening  of  national  banks  to  detect  trends  and 
changes  in  the  banking  system  which  warrant  atten¬ 
tion,  monitoring  supervisory  postures  to  ensure  na¬ 
tional  consistency  and  participating  on  bank  super¬ 
visory  matters  in  the  Federal  Financial  Institutions 


Examination  Council.  The  Senior  Deputy  is  responsi¬ 
ble  for  ensuring  that  the  OCC’s  examination  policies 
and  procedures  are  effective  and  dynamic  enough  to 
adequately  supervise  the  national  banks  That  respon¬ 
sibility  is  effected  through  supervision  of  the  offices  of 
the  Deputy  Comptroller  for  Multinational  Banking,  the 
Deputy  Comptroller  for  International  Banking,  the  Dep¬ 
uty  Comptroller  for  Special  Surveillance,  the  Chief  Na¬ 
tional  Bank  Examiner,  the  Deputy  Comptroller  for  Ex¬ 
aminations  and  the  Deputy  Comptroller  for  Trust  and 
Securities. 


Senior  Deputy  Comptroller  for  National 
Operations 

The  Senior  Deputy  Comptroller  for  National  Operations 
is  responsible  for  the  efficient  operation  of  the  OCC. 
The  Senior  Deputy  supervises  the  12  regional  offices, 
the  Deputy  Comptroller  for  Management  Resources, 
the  Deputy  Comptroller  for  Operations  and  the  Wash¬ 
ington  Office  divisions  of  Human  Resources,  Admin¬ 
istrative  Services,  Operations  Analysis,  Training  and 
Development,  Equal  Employment  Opportunity  and  the 
Conference  Office. 

The  OCC  has  announced  the  reorganization  of  the  12 
regional  offices  into  six  districts  during  an  implementa¬ 
tion  period  ending  in  1984.  Each  district  office  will  be 
headed  by  a  Deputy  Comptroller,  who  will  be  assisted 
by  a  District  Administrator  and  a  number  of  District 
Directors.  See  page  1 . 


Senior  Deputy  Comptroller  for  Policy  and 
Planning 

The  Senior  Deputy  Comptroller  for  Policy  and  Planning 
advises  the  Comptroller  on  policy  matters  and  has 
been  delegated  sole  decisionmaking  responsibility  for 
national  bank  charter  and  merger  applications  and 
other  national  bank  applications  relating  to  corporate 
activities  In  addition,  the  Senior  Deputy  provides  staff 
support  to  the  Comptroller  for  his  activities  on  the 
Depository  Institutions  Deregulation  Committee 

The  Senior  Deputy  Comptroller  for  Policy  and  Planning 
oversees  the  Economic  and  Policy  Analysis  Division 
and  coordinates  the  Comptroller's  responsibilities  as  a 
member  of  the  Board  of  Directors  of  the  Federal  De¬ 
posit  Insurance  Corporation 

In  addition,  the  Senior  Deputy  oversees  finance  and 
budgeting,  planning,  management  information  svs 
terns,  and  data  processing 
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Chief  Counsel 

The  Chief  Counsel  advises  the  Comptroller  on  legal 
matters  arising  in  the  administration  of  laws,  rulings 
and  regulations  governing  national  banks.  The  Chief 
Counsel  directs  all  legal  functions  in  and  for  the  OCC. 
Those  duties  involve  writing  and  interpreting  legisla¬ 
tion,  responding  to  requests  for  interpretations  of  stat¬ 


utes,  regulations  and  rulings;  and  representing  the 
OCC  in  all  legal  matters.  Those  responsibilities  are 
carried  out  through  supervision  of  the  Enforcement 
and  Compliance,  Legal  Advisory  Services,  Legislative 
Counsel,  Litigation,  and  Securities  and  Corporate 
Practices  divisions,  and  a  system  of  regional  counsels 
throughout  the  country. 


Examination  and  Supervision 


Multinational  Banking 

The  Multinational  Banking  Department  was  estab¬ 
lished  in  1979  to  centralize  supervision  of  the  11 
largest  national  banks  and  the  international  activities 
of  all  national  banks.  That  supervision  includes  exam¬ 
ination  activities,  financial  analysis,  and  recommenda¬ 
tions  on  corporate  applications.  As  of  September  30, 
1982,  these  1 1  national  banks  reported  combined  total 
assets  of  $549  billion.  These  banks  have  worldwide 
operations  and  play  a  key  role  in  the  functioning  of  the 
banking  system  in  the  United  States  Because  of  their 
high  visibility  and  financial  size,  threats  to,  or  problems 
arising  in,  these  institutions  have  the  potential  to  se¬ 
riously  disrupt  domestic  and  global  banking  systems. 

The  department  is  also  responsible  for  supervising 
federal  branches  and  agencies  of  foreign  banks  li¬ 
censed  under  the  International  Banking  Act  of  1978. 
This  involves  controlling  the  licensing  of  these  institu¬ 
tions  and  monitoring  and  following  up  on  examina¬ 
tions  In  addition,  the  department  remains  the  focal 
point  for  developing  positions  on  international  ac¬ 
tivities  and  supervisory  techniques. 

The  Deputy  Comptroller  for  Multinational  Banking  and 
Deputy  Comptroller  for  International  Banking  serve  as 
OCC's  liaisons  with  financial  supervisors  throughout 
the  world  This  includes  representation  on  the  Cooke 
Committee,  a  working  group  of  bank  regulators  from 
the  Group  of  Ten  countries  and  other  European  coun¬ 
tries  who  meet  regularly  to  discuss  regulatory  issues. 

The  department  has  four  divisions:  Multinational  Ex¬ 
aminations,  International  Banking  Activity,  Regional 
Bank  Program,  and  Multinational  and  Regional  Bank 
Analysis  The  department  is  supervised  by  the  Senior 
Deputy  Comptroller  for  Bank  Supervision  and  man¬ 
aged  by  the  Deputy  Comptroller  for  Multinational 


Banking.  These  four  units  carry  out  their  regulatory 
responsibilities  by  monitoring,  reviewing,  and  evaluat¬ 
ing  the  plans  of  multinational  and  regional  banks  for 
U.S.  and  worldwide  operations. 

Multinational  Examinations  oversees  the  consolidated 
on-site  examinations  of  the  1 1  multinational  banks  and 
legal  and  banking  issues  related  to  their  operations. 
The  division  is  also  responsible  for  an  automated  ex¬ 
amination  tracking  system  which  synthesizes  and 
monitors  examination  results. 

Multinational  and  Regional  Bank  Analysis  designs  and 
implements  financial  analysis,  surveillance,  and 
monitoring  systems  for  multinational  and  regional 
banking  companies.  During  1982  the  division  refined 
existing  models  which  forecast  financial  performance. 
In  addition,  the  division  played  the  lead  role  in  testing 
and  evaluating  microcomputers  to  improve  the 
agency’s  examination  procedures. 

The  Regional  Bank  Division  was  organized  in  late  1982 
because  the  OCC  envisions  the  increasing  impor¬ 
tance  of  regional  banks.  This  division  will  focus  on 
banking  institutions  with  assets  of  more  than  $1  billion 
and  will  coordinate  the  information  flow  and  overall 
supervision  of  this  group  of  banks.  Emphasis  will  be 
placed  not  only  on  the  banking  aspects  of  those  orga¬ 
nizations  but  on  the  entire  corporate  entity. 

The  International  Banking  Activity  Division  manages 
applications  and  examination  schedules  for  all  inter¬ 
national  activities  of  U.S.  banks  and  federally  char¬ 
tered  activities  of  foreign  banks.  It  monitors  and  evalu¬ 
ates  country  risk  and  the  division  director  is  chairman 
of  the  Interagency  Country  Exposure  Review  Commit¬ 
tee. 
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During  1982  the  division  assumed  organizational  re¬ 
sponsibility  for  the  London-based  operation  of  the 
OCC.  That  office  is  responsible  for  examining  all  na¬ 
tional  banks'  activities  in  London,  maintaining  relation¬ 
ships  with  counterparts  in  European  countries,  and 
scanning  the  European  banking  environment. 

Special  Surveillance 

The  Deputy  Comptroller  for  Special  Surveillance  is 
responsible  for  the  National  Bank  Surveillance  System 
(NBSS)  and  the  Special  Projects  Division. 

NBSS  is  a  computerized  screening  system  using  call 
report  and  income  data  to  detect  trends  warranting 
supervisory  attention  in  individual  banks  and  in  the 
banking  system.  The  division  trains  staff  to  use  the 
Uniform  Bank  Performance  Report  and  related  pro¬ 
grams. 

In  1982,  the  division  enhanced  its  on-line  minicom¬ 
puter  system  currently  used  in  the  Washington  and 
regional  offices.  The  system  permits  early  supervisory 
attention  by  identifying  banks  affected  by  the  chang¬ 
ing  financial  environment.  In  addition,  the  division  de¬ 
veloped  and  introduced  five  economic  and  financial 
models.  These  models  and  the  NBS  Video  Display 
System  were  taught  to  1,000  field  examiners  across 
the  country  during  the  Revised  Examination  Approach 
schools. 

Computer  technology  will  figure  prominently  in  the 
planning  and  examination  of  national  banks  in  the 
future.  In  light  of  this,  microcomputers  were  given  to  24 
select  subregional  offices  in  1982.  Placing  microcom¬ 
puters  at  additional  sites  is  planned  for  1983. 

With  regional  district  reorganization  gaining  momen¬ 
tum  in  1983,  the  role  of  the  NBSS  Division  is  expected 
to  change  from  individual  bank  analysis  to  macro¬ 
analysis  of  the  financial  industry.  The  division  antici¬ 
pates  more  modeling  through  the  use  of  microcompu¬ 
ters  and  more  computer  training  in  the  districts. 

In  1983,  an  expanded  data  base  is  planned  for  hold¬ 
ing  company  and  economic  data.  The  feasibility  of  on¬ 
line  monitoring  and  tracking  of  problem  banks  will  be 
investigated  along  with  electronic  submission  of  bank 
reports.  In  addition,  NBSS  specialists  will  expand  their 
knowledge  of  computer-based  financial  analysis. 

The  Special  Projects  Division  is  the  OCC’s  focal  point 
for  supervision  of  banks  which  require  increased  atten¬ 
tion.  The  division  helps  problem  institutions  return  to  a 
satisfactory  condition  and,  if  necessary,  supervises 
the  closing  of  those  institutions  which  become  insol¬ 
vent'.  One  of  the  division's  chief  responsibilities  is  to 


identify  banks  that  require  special  supervisory  atten¬ 
tion.  The  division  analyzes  the  banks’  problems,  identi¬ 
fies  the  causes,  and  ensures  that  remedial  measures 
are  undertaken.  In  addition,  the  division  monitors  and 
participates  in  regional  followup  on  the  implementation 
of  corrective  measures. 

National  banks  in  the  division's  program  include  those 
with  composite  ratings  of  3,  4,  or  5,  with  the  exception 
of  banks  overseen  by  the  Multinational  Banking  De¬ 
partment.  All  banks  operating  under  a  Memorandum 
of  Understanding,  a  Formal  Agreement,  or  a  Cease 
and  Desist  Order  are  monitored,  regardless  of  their 
composite  ratings.  Banks  with  inherent  or  suspected 
problems  are  also  included. 

If  enforcement  action  is  necessary,  the  Chief  Counsel's 
Enforcement  and  Compliance  Division  works  closely 
with  the  Special  Projects  Division  and  the  regional 
office  to  prepare  legal  documents  and  deliver  them  to 
bank  directors.  In  1982,  the  division  handled  approx¬ 
imately  196  formal  and  informal  administrative  actions, 
and  supervised  eight  bank  closings  (six  of  which  were 
followed  by  a  purchase  of  assets  and  assumption  of 
liabilities),  and  three  open  bank-assisted  purchase 
and  assumption  transactions  arising  from  emergency 
situations.  Special  Projects'  examiners  attended  over 
100  meetings  with  boards  of  directors  of  troubled  in¬ 
stitutions  and  participated  in  developing  information 
for  congressional  testimony.  Special  Projects'  person¬ 
nel  also  assisted  in  other  OCC  studies  and  task  forces, 
and  served  as  instructors  in  OCC  continuing  educa¬ 
tion  programs. 


Chief  National  Bank  Examiner 

Commercial  Examinations 

The  Commercial  Examinations  Division  performs  tech¬ 
nical  research  and  conducts  special  projects  in  order 
to  develop  examination  policies  and  procedures.  Divi¬ 
sion  personnel  continuously  review  and  update  pol¬ 
icies  and  procedures  relating  to  bank  supervision  and 
the  commercial  examination  process.  The  Commercial 
Examinations  Division  revises  and  updates  the  Comp¬ 
troller’s  Handbook  for  National  Bank  Examiners  semi¬ 
annually  and  administers  the  uniform  commission  ex¬ 
amination  for  national  bank  examiners.  In  addition,  the 
division  prepares  congressional  testimony,  speeches, 
correspondence  and  reports,  and  recommends  bank 
supervision  policy  to  senior  management 

Division  personnel  analyze  changes  in  banking  opera¬ 
tions  and  the  financial  services  industry  to  develop 
new  or  revised  examination  procedures  The  division 
also  functions  as  liaison  with  other  regulatory  agencies 
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the  banking  industry  and  related  groups  on  commer¬ 
cial  examination  policy  and  procedures. 

Division  activities  in  1982  included  the  development  of 
strategic  planning  examination  procedures  for  national 
banks  and  a  study  of  the  requirement  for  national 
banks  to  be  audited  by  CPAs.  Division  personnel  de¬ 
veloped  and  issued  quality  control  procedures  for  ex¬ 
amination  working  papers  and  drafted  a  proposal  for 
the  treatment  of  intangible  capital.  Staff  members  also 
provided  technical  guidance  to  Training  and  Develop¬ 
ment  in  various  examination  areas. 

Commercial  Examinations  personnel  implemented 
changes  promulgated  by  the  passage  of  the  Depos¬ 
itory  Institutions  Act  of  1982.  This  project  included 
developing  new  or  eliminating  existing  regulations  and 
interpretive  rulings  affected  by  the  Act.  Division  per¬ 
sonnel  were  responsible  for  regulations  or  interpretive 
rulings  for  lending  limits,  real  estate  loans,  loans  to 
banking  affiliates,  bank  service  corporations,  loans  to 
executive  officers,  and  bank  borrowing  limitations. 
Staff  members  also  participated  in  Federal  Financial 
Institutions  Examination  Council  subcommittees  deal¬ 
ing  with  bank  supervision. 

The  division  administers  the  Shared  National  Credit 
Program,  which  provides  a  uniform  nationwide  review 
of  loans  of  $20  million  or  more  when  the  credit  is 
shared  by  two  or  more  banks.  The  1982  Uniform  Re¬ 
view  of  Shared  National  Credits  began  in  May  and  was 
the  most  extensive  since  the  program  began  in  1975. 
The  Federal  Reserve  Board,  the  Federal  Deposit  Insur¬ 
ance  Corporation,  and  the  OCC  reviewed  1,698 
shared  credits  which  aggregated  $237  billion.  This 
represents  approximately  26  percent  of  all  domestic 
commercial  bank  credit. 

The  Commercial  Examinations  Division  helps  the  Chief 
National  Bank  Examiner  to  oversee  banks  with  com¬ 
posite  ratings  of  1  and  2.  Division  personnel  also  sam¬ 
ple  and  review  commercial  reports  of  examination  for 
over  4,000  banks.  This  review  includes  approximately 
20  percent  of  all  reports  received  by  the  Chief  National 
Bank  Examiner’s  Office  and  provides  feedback  to 
each  region  on  compliance  with  examination  policy, 
practices  and  procedures.  In  addition,  the  review 
focused  on  the  adequacy  of  banks’  CPA  audits,  the 
implementation  of  written  policies,  and  the  use  of  a 
planning  process  for  1  and  2  rated  banks. 

Consistent  with  the  Strategic  Plan  for  the  1980's,  the 
Commercial  Examination  Division  was  instrumental  in 
the  implementation  of  the  Annual  Review  and  Visitation 
(ARV)  on  a  nationwide  basis  in  1982  The  ARV  stream¬ 
lines  examinations,  uses  OCC  resources  effectively, 
and  reduces  the  regulatory  burden  for  national  banks 


The  ARV  combines  an  off-site  analysis  of  the  bank  with 
a  bank  visitation  program  to  identify  any  significant 
changes  in  the  bank,  investigate  the  effect  of  any 
changes,  and  determine  the  bank’s  condition.  The 
Commercial  Examinations  Division  coordinated  the 
task  force  that  developed  the  ARV  process  and  as¬ 
sisted  in  developing  a  training  program  for  examining 
personnel. 

The  Chief  National  Bank  Examiner’s  Office  also  de¬ 
signed  the  Community  Bank  Examination  (CBE)  dur¬ 
ing  1982.  The  CBE  integrates  the  commercial,  trust, 
EDP,  consumer  and  international  examining  pro¬ 
cedures  for  banks  with  less  than  $1  billion  in  total 
assets.  The  CBE  will  serve  as  the  OCC’s  principal  on¬ 
site  examination  source  to  assess  the  condition  of  the 
bank. 

The  Commercial  Examinations  Division  monitors  the 
effective  application  of  the  ARV  and  the  CBE.  The 
division  also  administers  the  Civil  Money  Penalty  pro¬ 
cess.  Staff  members  assess  the  propriety  of  all  civil 
money  penalties  for  1  and  2  rated  banks.  In  addition, 
the  division  issues  a  monthly  report  on  the  status  of 
each  referral  to  appropriate  parties. 

Consumer  Examinations 

In  early  1982,  the  Consumer  Supervisory  Analysis  Di¬ 
vision  and  the  Consumer  Examinations  Division  mer¬ 
ged.  The  resulting  division  ensures  that  national  banks 
comply  with  consumer  protection  and  fair  lending  laws 
while  reducing  the  regulatory  burden.  Staff  also  give 
technical  support  to  examiners  and  bankers.  To  carry 
out  these  responsibilities,  the  division  develops  exam¬ 
ination  procedures  and  policies,  analyzes  examination 
reports,  monitors  national  bank  compliance  with  con¬ 
sumer  laws  and  regulations,  and  organizes  consumer 
examiner  training  and  banker  education  programs.  In 
addition,  the  division  supervises  the  administrative  en¬ 
forcement  process  for  banks  requiring  more  than  nor¬ 
mal  supervisory  attention  as  a  result  of  noncompliance 
with  consumer  protection  laws.  It  also  administers  the 
OCC's  consumer  complaint  program. 

During  1982,  the  division  implemented  revised  stan¬ 
dard  examination  procedures  nationwide.  These  pro¬ 
cedures  were  field  tested  in  two  regions  in  1981.  The 
procedures  and  new  report  format  focus  on  evaluating 
the  bank's  systems  for  ensuring  compliance  with  con¬ 
sumer  law  provisions.  Examination  time  has  been  re¬ 
duced  25  percent. 

Consumer  examination  procedures  for  multibank  hold¬ 
ing  companies  were  implemented  nationwide  in  1982. 
These  examinations  are  conducted  by  using  the  hold¬ 
ing  company's  plans,  policies,  audits,  and  internal 
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monitoring  systems.  This  approach  avoids  duplication, 
uses  resources  efficiently,  and  contributes  to  effective 
supervision. 

The  division  revised  the  Community  Reinvestment  Act 
(CRA)  examination  procedures  for  small  rural  banks  in 
1982.  The  procedures  recognize  the  differences  be¬ 
tween  small  rural  banks  and  large  urban  banks.  CRA 
examinations  must  be  performed  during  all  standard 
consumer  examinations.  Because  about  50  percent  of 
all  national  banks  are  community  banks  outside  of 
metropolitan  areas,  these  procedures  are  another 
effort  to  reduce  examination  time  and  minimize  the 
regulatory  burden  on  banks. 

During  the  fourth  quarter  of  1 982,  the  division  modified 
the  standard  consumer  examination  procedures  and 
integrated  them  into  the  commercial  examination  pro¬ 
cedures.  These  procedures  are  being  tested  and  are 
the  prototype  of  the  new  community  bank  examination. 
In  this  examination,  all  specialty  areas  will  be  exam¬ 
ined  concurrently  and  the  results  conveyed  in  one 
report.  Separate  compliance  reports  will  no  longer  be 
generated  for  community  banks.  These  examinations 
should  be  fully  implemented  during  the  second  quar¬ 
ter  of  1983. 

Division  staff  worked  with  the  Task  Force  on  Consumer 
Compliance  of  the  Federal  Financial  Institutions  Exam¬ 
ination  Council  to  develop  and  draft  uniform  examina¬ 
tion  procedures  for  determining  compliance  with  the 
Home  Mortgage  Disclosure  Act,  the  Fair  Debt  Collec¬ 
tion  Practices  Act,  and  the  revised  Truth  in  Lending 
Act. 

The  division  provided  guidance  to  field  offices  and 
examiners  on  examination  procedures  and  super¬ 
visory  policies  such  as  Equal  Credit  Opportunity  Act 
enforcement  and  updates  on  Regulations  E.  Q,  and  Z. 

Approximately  3,180  consumer  examinations  of  na¬ 
tional  banks  were  conducted  in  1982.  Copies  of  all 
reports  were  sent  to  the  Washington  office.  A  sample  of 
reports  was  reviewed  for  quality  and  adherence  to 
examination  procedures  and  policies.  Common  prob¬ 
lems  in  implementing  the  standard  procedures  were 
reported  to  the  field  offices. 

The  division  continues  to  operate  two  management 
information  systems  that  support  the  examination 
process  and  allow  examiners  to  focus  on  potential 
problem  areas.  The  Consumer  Examination  Informa¬ 
tion  System  stores  data  from  consumer  examination 
reports.  During  1982,  the  division  developed  a  fre- 
quency-of-examination  report  so  the  regions  could  tar¬ 
get  banks  for  examination.  The  automated  Consumer 
Complaint  Information  System  enables  Washington, 


regional,  and  field  examiners  to  monitor  concentra¬ 
tions  and  identify  potential  problems.  In  addition,  re¬ 
ports  dividing  complaints  by  type  are  furnished  to 
members  of  Congress  who  have  oversight  responsibil¬ 
ity  for  consumer  protection.  The  division  also  assisted 
the  General  Accounting  Office  in  a  review  of  consumer 
complaints. 

Consumer  Examinations  has  streamlined  the  con¬ 
sumer  complaint  process  to  eliminate  duplication  and 
inefficiency.  During  the  first  1 1  months  of  1982,  8,783 
written  complaints  were  received  in  Washington  and 
regional  offices,  a  21  percent  decrease  from  1981 
Staff  resolved  7,602  written  complaints.  Average  reso¬ 
lution  time  improved  by  2  days.  Additional  procedures 
to  improve  the  efficiency  of  the  consumer  complaint 
process  are  being  developed. 

As  part  of  its  supervisory  function,  the  division  works 
closely  with  the  Special  Projects  and  Enforcement  and 
Compliance  divisions.  During  11  months  of  1982, 
three  administrative  enforcement  actions  were  used 
primarily  for  consumer  compliance  problems.  Two 
hundred  thirty-one  other  cases  originated  by  other  di¬ 
visions  were  also  reviewed  for  possible  administrative 
enforcement. 

The  division  is  responsible  for  monitoring  enforcement 
activities  under  the  Truth  in  Lending  Act.  This  requires 
reimbursement  of  overcharges  to  bank  customers. 
From  January  through  November,  365  banks  reim¬ 
bursed  approximately  22,000  customers  for  $863 
thousand.  Banks  may  request  waivers  from  making 
required  reimbursements.  In  1982,  division  staff  re¬ 
viewed  and  acted  on  60  requests  for  waivers.  The 
division  also  participated  in  a  General  Accounting  Of¬ 
fice  review  of  reimbursement  on  credit  life  insurance. 
The  division  also  is  responsible  for  monitoring  enforce¬ 
ment  activities  under  the  Equal  Credit  Opportunity  Act 
and  Fair  Housing  Act.  OCC  policy  requires  remedial 
corrective  action  for  serious  violations  of  these  laws.  In 
1982,  107  banks  took  corrective  action  affecting  ap¬ 
proximately  2,600  customers. 

Division  staff  members  maintain  liaison  with  exam¬ 
iners,  bankers,  and  trade  associations  to  promote  in¬ 
formation  exchange  and  consumer  awareness  within 
the  financial  services  industry.  Staff  members  served 
as  instructors  in  a  number  of  agency  and  industry- 
sponsored  schools  and  reviewed  and  commented  on 
several  trade  articles  prior  to  publication  Bank  Com¬ 
pliance  magazine  published  two  articles  written  by 
division  staff.  Staff  also  devoted  substantial  time  to 
assisting  an  outside  consulting  firm  in  their  review  of 
the  Home  Mortgage  Disclosure  Act  and  the  Fair  Hous¬ 
ing  Home  Loan  Data  System  The  purpose  of  this 
study  was  to  evaluate  the  fair  lending  data  system  and 
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the  feasibility  of  integrating  such  a  system  with  Home 
Mortgage  Disclosure  Act  reporting  requirements. 

EDP  Examinations 

The  EDP  Examinations  Division  oversees  supervision 
of  data  centers  in  national  banks  and  nonbank  data 
centers  that  offer  computer  services  to  national  banks. 
The  division  develops  examination  policies  and  pro¬ 
cedures,  reviews  and  analyzes  reports  of  examination, 
performs  research,  maintains  industry  liaison,  trains 
personnel,  and  provides  technical  support  to  other 
OCC  divisions.  In  addition,  EDP  Examinations  gives 
special  supervisory  attention  to  data  centers  with 
problems  that  could  affect  the  integrity  of  a  bank’s 
computerized  records  or  its  ability  to  continue  opera¬ 
tions. 

In  1982,  the  EDP  Examinations  Division  came  under 
the  Chief  National  Bank  Examiner's  supervision.  In  its 
new  role,  the  division  has  expanded  and  now  places 
greater  emphasis  on  research  and  development.  Addi¬ 
tionally,  the  division  supports  and  advises  other  OCC 
units  on  bank  data  processing  technologies  and  infor¬ 
mation  resource  management  within  the  OCC. 

During  1982,  two  research  and  development  positions 
were  added  to  the  division’s  staff.  The  research  and 
development  staff  is  involved  in  the  agencywide  efforts 
of  the  Bank  Technology  and  Telecommunications 
(BaTT)  Task  Force  which  was  organized  by  the  OCC  in 
1980.  The  BaTT  Task  Force  will  assess  emerging  tech¬ 
nologies  and  product  innovations  in  the  banking  in¬ 
dustry  and  determine  the  implications  for  the  OCC  in 
terms  of  expertise  needs,  supervisory  programs  and 
issues  requiring  a  change  in  policy.  With  its  expanded 
staff,  the  division  is  expected  to  become  the  core  of 
the  BaTT  Task  Force. 

The  Multiregional  Data  Processing  Servicer  (MDPS) 
program  was  initiated  in  1982  in  cooperation  with  the 
Federal  Financial  Institutions  Examination  Council 
(FFIEC).  This  new  program  proposes  to  centralize  ad¬ 
ministration  and  supervision  of  the  10  largest  indepen¬ 
dent  companies  providing  computer  services  to 
banks  An  FFIEC  Task  Force  has  developed  examina¬ 
tion  procedures  for  this  program  which  should  be  im¬ 
plemented  in  1983  The  MDPS  program  should  allow 
OCC  to  deal  more  efficiently  and  effectively  with  na¬ 
tional  servicers  which  cross  regional  boundaries  and 
affect  multiple  supervisory  agencies  and  many  banks. 

A  major  objective  of  the  OCC  in  1982  was  to  develop 
new  types  of  examinations  combining  general  and 
specialty  examinations.  EDP  Examinations  contrib¬ 
uted  to  the  project  by  developing  examination  pro¬ 
cedures  for  the  Annual  Review  and  Visitation  and  De¬ 


tailed  examinations.  To  support  these  examinations, 
the  division  conducted  seven  2-day  training  sessions 
for  field  examiners  as  part  of  the  Revised  Examination 
Approach  schools.  Staff  members  developed  exam¬ 
ination  procedures  covering  EDP  strategic  planning, 
contingency  planning,  and  wholesale  and  retail  EFT. 
Testing  and  implementation  are  planned  for  1983. 

During  1982,  the  OCC  began  to  implement  an  agen¬ 
cywide  automated  management  information  system 
(MIS).  EDP  Examinations  has  conducted  studies  and 
provided  technical  support  for  this  project.  The  MIS 
project  should  require  a  substantial  commitment  of  the 
division’s  resources  during  1983. 

Industry  liaison  is  becoming  more  important  due  to 
technological  innovations  affecting  the  banking  indus¬ 
try.  During  1982,  the  division  helped  to  develop  indus¬ 
try  standards  which  are  an  alternative  to  regulation  in 
resolving  problems.  A  number  of  speeches  and  pres¬ 
entations  were  made  to  trade  associations  and  user 
groups.  In  addition,  the  division’s  increase  in  staff  will 
allow  more  review  of  national  software  and  vendor  call¬ 
ing  programs  in  1983. 

A  comprehensive  data  base  was  developed  by  the 
division  in  1982.  The  system  is  being  tested  and 
should  be  in  place  by  early  1983.  It  will  permit  the 
division  to  analyze  trends  and  potential  problems.  It 
should  also  heighten  the  division’s  effectiveness  in 
supervision  and  oversight. 

Bank  Accounting 

The  Bank  Accounting  Division  establishes  accounting 
principles  and  reporting  practices  for  national  banks; 
interprets  these  principles  and  practices;  develops  in¬ 
ternal  accounting  education  programs;  and  examines 
financial  statements  in  merger  proxy  statements,  offer¬ 
ing  circulars,  and  registration  statements. 

During  the  year,  the  division  responded  to  numerous 
accounting  and  reporting  controversies.  These  in¬ 
cluded  intangible  assets,  current  value  accounting, 
asset  exchanges,  partial  liquidations,  affiliated  trans¬ 
actions,  interest  rate  futures,  and  foreign  exchange 
transactions.  The  division  responded  to  these  issues 
through  formal  interpretations  based  on  accounting 
pronouncements,  proposed  Call  Report  changes,  and 
policy  issuances  or  recommendations. 

The  division  continued  its  effort  to  ensure  adequate 
understanding  of  accounting  principles  and  reporting 
requirements.  Division  representatives  presented  the 
OCC's  views  at  several  industry  conferences  and  de¬ 
veloped  a  formal  training  program  in  accounting  prin¬ 
ciples.  The  program  was  conducted  for  approximately 
80  OCC  examiners. 
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Financial  statements  reviewed  by  the  division  included 
those  in  122  business  combination  proxy  statements 
(12  CFR  1 1 .5  and  1 1 .51 ),  30  offering  circulars  (12  CFR 
16),  and  119  registration  statements  on  Form  F-1  (12 
CFR  1 1 .4  and  1 1 .41 ). 

Investment  Securities 

The  Investment  Securities  Division  serves  as  a  focal 
point  for  coordinating  examining  activities  in  the  area 
of  bank  investment  and  dealer  activities. 

Division  staff  participated  in  a  number  of  examinations 
of  sophisticated  and  innovative  bank  securities  divi¬ 
sions.  They  also  provided  extensive  advice  to  our  re¬ 
gional  examiners  encountering  unusual  investment  sit¬ 
uations. 

Educational  programs  sponsored  by  the  Investment 
Securities  Division  provided  training  to  over  200  exam¬ 
iners.  The  division’s  Bank  Securities  Dealer  training 
program  was  adopted  by  the  Federal  Financial  Institu¬ 
tions  Examination  Council  as  an  interagency  training 
program. 

Division  representatives  worked  cooperatively  with 
banks,  broker-dealers,  accounting  firms  and  other  reg¬ 
ulatory  agencies  to  develop  methods  to  make  other¬ 
wise  non-marketable  bank  assets  liquid.  Significant 
progress  was  made  during  the  year  with  respect  to  the 
disposal  of  non-marketable  holdings,  particularly  tax- 
exempt  loans. 

Trust  Examinations 

The  Trust  Examinations  Division  ensures  that  fiduciary 
powers  exercised  by  national  banks  are  in  the  best 
interest  of  trust  beneficiaries,  banks,  depositors,  and 
shareholders.  The  impact  of  fiduciary  activities  on  the 
banking  system  is  assessed  through  examinations. 

The  division  oversees  domestic  and  international  trust 
examinations.  This  is  accomplished  through  spe¬ 
cialized  examiner  training,  the  promulgation  and  revi¬ 
sion  of  regulations  and  interpretive  bulletins,  collection 
and  compilation  of  fiduciary  data,  issuance  of  admin¬ 
istrative  enforcement  actions,  and  industry  liaison  Ap¬ 
proximately  1059  domestic  trust  examinations  were 
performed  in  1982  and  the  international  fiduciary  ac¬ 
tivities  of  four  national  banks  were  examined  on  a 
remote  basis.  Fifty  applications  for  trust  powers  from 
national  banks  and  nationally  chartered  trust  com¬ 
panies  were  processed. 

The  Trust  Examinations  Division,  in  conjunction  with 
field  examiners,  developed  the  trust  segment  of  the 
Community  Bank  Examination  and  Annual  Review  and 
Visitation  procedures.  Division  personnel  helped  de¬ 


velop  a  consolidated  report  of  examination.  The  re¬ 
vised  examination  approaches  reflect  the  OCC's  focus 
on  highest  risks  in  the  banking  system. 

The  division  furthered  the  agency’s  commitment  to 
deregulation  by  coordinating  the  approval  for  national 
bank  trust  departments  to  create  closed-end  invest¬ 
ment  funds  under  12  CFR  9.18(c)(5).  Additionally,  divi¬ 
sion  staff  helped  prepare  the  Comptroller’s  decision  on 
Citibank's  fund  for  the  collective  investment  of  IRA 
accounts.  Both  investment  vehicles  enable  national 
banks  to  more  effectively  compete  in  the  changing 
financial  services  market. 

The  Trust  Division  oversees  national  banks  acting  as 
registered  transfer  agents.  During  1982,  a  2-year  inter¬ 
agency  effort  resulted  in  a  revised  form  for  registration 
of  securities  transfer  agents.  In  addition,  the  division 
reviewed  and  commented  on  several  Securities  and 
Exchange  Commission  proposals  for  new  and  revised 
transfer  agent  regulations.  Changes  in  recordkeeping 
systems  improved  the  accuracy  of  information  about 
registered  transfer  agents. 

The  NBSS  Trust  Activities  Report  and  User’s  Guide 
were  revised  in  1982.  The  division  plans  to  extend  the 
scope  of  the  Trust  Activities  Report  beyond  profitability 
analysis  and  to  expand  the  number  of  banks  covered. 

During  1982,  the  division  developed  and  conducted  a 
Fiduciary  International  Training  School  attended  by 
senior  trust  examiners  throughout  the  country.  This 
was  the  first  school  of  its  type  conducted  by  any  of  the 
bank  regulatory  agencies.  An  Intermediate  Level  Trust 
Examiners  Training  School  was  developed  with  the 
help  of  the  Federal  Reserve  Board.  The  pilot  session 
will  be  held  in  early  1983. 


Federal  Financial  Institutions  Examination  Council 

The  Federal  Financial  Institutions  Examination  Council 
was  established  on  March  10,  1979,  pursuant  to  Pub¬ 
lic  Law  95-630  The  Council  is  composed  of  the  princi¬ 
pals  of  the  three  bank  regulatory  agencies  (the  Board 
of  Governors  of  the  Federal  Reserve  System,  the 
Federal  Deposit  Insurance  Corporation,  and  the 
OCC),  the  Chairman  of  the  Federal  Plome  Loan  Bank 
Board,  and  the  Chairman  of  the  National  Credit  Union 
Administration. 

The  Council  establishes  uniform  principles,  standards 
and  report  forms  for  examining  financial  institutions; 
develops  uniform  reporting  systems  for  federally  su¬ 
pervised  institutions,  their  holding  companies  and 
their  subsidiaries;  and  conducts  schools  for  exam¬ 
iners  of  the  federal  supervisory  agencies 
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To  administer  those  functions,  interagency  task  forces 
for  supervision,  consumer  compliance,  reports,  exam¬ 
iner  education  and  surveillance  meet  regularly,  as  do 
subcommittees  of  the  task  forces. 

The  Council's  achievements  in  1982  included: 

•  Approved  uniform  examination  objectives  for 
safety-and-soundness  examinations  that  were 
adopted  by  all  five  agencies; 

•  Approved  issuance  for  public  comment  of  a 
proposed  major  Call  Report  revision  (imple¬ 
mentation  has  been  deferred  until  1984); 

•  Approved  accrual  reporting  requirement  for  in¬ 
sured  banks  with  assets  of  $10  million  or  more 
beginning  with  March  31,  1983  reports,  and  for 
all  banks  beginning  with  March  31,  1985  re¬ 
ports; 

•  Adopted  a  new  past-due  loans  report  for  all 
insured  banks  beginning  in  December  1982, 


with  a  portion  of  the  data  available  to  the  public 
beginning  with  June  30,  1983  reports; 

•  Adopted  two  new  Call  Report  schedules — 
Schedule  J,  Repricing  Opportunities  for  Se¬ 
lected  Balance  Sheet  Categories,  and  Sched¬ 
ule  L,  Commitments  and  Contingencies,  for 
June  30,  1983  implementation; 

•  Contracted  for  and  monitored  a  fair  housing 
lending  study  under  provisions  of  Section 
340(e)  of  the  Housing  and  Community  Develop¬ 
ment  Act  of  1980,  and  submitted  it  to  Congress 
in  September  1982; 

•  Approved  examination  procedures  for  Regula¬ 
tion  Z,  Regulation  C  and  Home  Mortgage  Dis¬ 
closure  Act,  Fair  Debt  Collection  Practices  Act, 
and  All  Savers  Certificates; 

•  Approved  an  EDP  Technology  Seminar  and  a 
Bank  Municipal  Dealer  Seminar  for  examiners; 

•  Offered  education  courses  attended  by  1,622 
examiners  from  the  five  agencies. 


National  Operations 


Management  Resources 

The  position  of  Deputy  Comptroller  for  Management 
Resources  was  established  during  the  July  1982 
Washington  office  reorganization.  The  Deputy  Comp¬ 
troller  oversees  the  Human  Resources  and  Administra¬ 
tive  Services  divisions. 

Human  Resources  Division 

During  1982,  several  innovative  and  cost-effective  pro¬ 
grams  were  implemented  to  improve  the  quality  of 
working  life  for  OCC  employees  and  to  enhance  man¬ 
agement's  ability  to  attract  and  retain  a  high-quality 
staff.  OCC’s  benefit  package  was  enhanced  to  provide 
broader  health,  life,  dental,  vision,  and  travel  accident 
insurance  coverage  at  a  reduced  cost  for  all  its  em¬ 
ployees.  Other  new  programs  that  have  been  de¬ 
signed  or  are  being  researched  include:  physical  fit¬ 
ness,  child  care  assistance,  enhanced  disability 
retirement  benefits,  alternatives  to  mortgage  interest 
differentials,  supplemental  retirement  funds,  and  other 
types  of  insurance  benefits.  These  programs  are  not 
only  unique  within  the  federal  government  but  within  a 
large  segment  of  the  private  sector  as  well 

Evaluations  were  completed  on  OCC's  Compensation 
Program,  National  Recruitment,  the  Mortgage  Interest 


Differential  Plan,  Human  Resources’  role  in  implement¬ 
ing  EEO,  OCC’s  Annual  Survey  of  National  Banks, 
Human  Resources  Information  System  (HRIS),  and 
Time  Utilization  Management  System  (TUMS).  Recom¬ 
mendations  for  improving  operations  have  been  made 
and  implemented.  The  use  of  technology  was  ex¬ 
panded  to  reduce  the  time  and  paperwork  involved  in 
calculating  retirement  annuities,  tracking  budget  ex¬ 
penditures,  monitoring  FTE  integration,  editing  policy 
documents,  and  processing  personnel  actions.  In  ad¬ 
dition  to  accomplishing  major  improvements,  the  divi¬ 
sion  continued  to  maintain  a  high  volume  of  ongoing 
activities.  More  than  4,000  personnel  actions  were  pro¬ 
cessed  as  well  as  1,858  life  insurance  and  856  acci¬ 
dent  insurance  applications.  To  accommodate  the  ex¬ 
tensive  new  benefits  programs,  five  separate  open 
seasons  for  standard  federal  government  and  OCC 
insurance  programs  were  offered.  Recruitment  meth¬ 
ods  were  also  expanded,  resulting  in  the  filling  of  177 
positions. 

The  division  implemented  major  reorganizations  of  the 
Bank  Supervision,  National  Operations,  Policy  and 
Planning,  and  Law  departments.  These  departments 
were  reorganized  in  response  to  OCC’s  Strategic  Plan 
for  the  1980's. 

The  division  supported  regional  reorganization  efforts 
in  FTE  allocations,  position  structure  and  design,  re- 


20 


cruitment,  and  outplacement  and  counseling.  Alloca¬ 
tion  of  FTE’s  was  refined,  proposed  position  descrip¬ 
tions  for  the  district  offices  were  completed,  and  all 
employees  requiring  outplacement  were  placed  in 
similar  positions.  These  activities  will  continue 
throughout  the  period  of  regional  reorganization.  In 
addition,  a  relocation  incentive  program  was  formu¬ 
lated. 

Personnel  management  evaluations  were  conducted 
in  Philadelphia  and  in  the  Special  Projects  Division, 
and  specialized  evaluations  were  conducted  in  the 
Bank  Organization  and  Structure  Department  and  on 
secretarial  and  clerical  positions  bureauwide.  The  re¬ 
sulting  recommendations  were  instrumental  in  design¬ 
ing  organizational  changes. 

The  division  formulated  or  revised  policy  proposals  to 
streamline  procedures  in  the  areas  of  minimum  wage, 
overtime  and  compensatory  time;  travel  and  reloca¬ 
tion;  pre-exit  clearance;  and  corporate  credit  cards. 
Policy  was  formulated  to  cover  new  or  revised  pro¬ 
grams  such  as  employee  consultation  and  referral, 
physical  examinations,  general  compensation,  execu¬ 
tive  compensation,  and  performance  appraisal. 

Administrative  Services 

The  Administrative  Services  Division  provides  support 
to  both  Washington  and  field  offices  through  facilities 
management,  procurement,  records  management, 
administrative  systems,  and  supply  and  printing  oper¬ 
ations. 

The  division  was  reorganized  in  1982  in  order  to  re¬ 
spond  more  effectively  to  Washington  office  needs  and 
the  requirements  imposed  by  the  regional  reorganiza¬ 
tion.  The  new  organization  contains  five  branches:  Ad¬ 
ministrative  Policy  Development,  which  develops  more 
effective  administrative  management  systems,  pro¬ 
cedures,  and  reporting  systems;  Information  Re¬ 
sources  Management,  which  handles  file  systems, 
records  management,  the  library,  forms  management, 
and  micrographics  management;  Acquisition  Serv¬ 
ices,  which  purchases  goods  and  services  and  man¬ 
ages  the  supply  operation;  Facilities  Management,  re¬ 
sponsible  for  acquiring,  renovating,  and  managing  all 
office  space,  managing  the  central  personal  property 
system,  and  furnishing  all  telecommunications  serv¬ 
ices;  and  Printing  Management,  which  is  responsible 
for  graphics  design,  printing  and  reproduction,  mail 
and  messenger  services,  and  telecopier  services. 

In  1982,  the  Facilities  Management  Branch  was  in¬ 
volved  in  the  regional  reorganization  through  planning, 
locating,  and  negotiating  for  office  space  to  house 
district  and  field  offices  and  planning  for  the  disposi¬ 


tion  of  space  vacated  by  the  former  regional  offices. 
The  branch  also  prepared  documentation  and  coordi¬ 
nated  activities  for  litigation  on  a  major  lease  for  office 
space.  In  addition,  Facilities  Management  arranged 
the  consolidation  of  the  Philadelphia  and  New  York 
regional  offices. 

The  Administrative  Policy  Development  Branch  formed 
and  chaired  a  task  force  on  emergency  preparedness 
and  coordinated  senior  management  participation  in  a 
number  of  nationwide  readiness  exercises.  In  addi¬ 
tion,  the  branch  completed  management  reviews  of  all 
five  branches  of  the  division  to  evaluate  the  effective¬ 
ness  of  operations. 

The  Information  Resources  Management  Branch  con¬ 
ducted  a  full  review  of  the  OCC’s  records  disposition 
policy  and  a  new  agencywide  records  disposition 
schedule  was  circulated  for  review  and  comment.  In 
addition,  a  feasibility  study  for  converting  the  Central 
Records  facility  to  microform  was  completed. 

The  Printing  Management  Branch  took  steps  toward 
increasing  productivity  by  acquiring  two  new  offset 
presses  in  1982.  This  will  reduce  the  time  needed  to 
produce  high-quality  finished  documents  and  in¬ 
crease  the  number  and  type  of  products  that  can  be 
printed  in-house.  The  high  quality  of  OCC's  printing 
operation  was  recognized  in  a  review  of  all  Treasury 
Department  printing  facilities  which  termed  OCC's  fa¬ 
cility  "superb." 

Finally,  the  Acquisition  Services  Branch  completed  a 
draft  presentation  for  managers  that  explains  the  OCC 
procurement  and  contracting  process.  The  branch 
processed  1,255  purchase  orders  and  negotiated  20 
contracts  to  acquire  goods  and  services  for  Wash¬ 
ington  and  the  regional  offices,  with  a  total  value  of 
$5.4  million. 

Operations 

The  position  of  Deputy  Comptroller  for  Operations  was 
created  during  the  May  1982  reorganization  of  the 
Washington  office.  The  Deputy  Comptroller  oversees 
the  Operations  Analysis  and  the  Training  and  Develop¬ 
ment  divisions  and  is  the  Vice  Chairman  of  the  District 
Management  Group.  In  the  absence  of  the  Senior 
Deputy  Comptroller,  the  Deputy  Comptroller  acts  as 
Chairman. 

Training  and  Development 

The  Training  and  Development  Division  administers 
programs  to  develop  managers,  bank  examiners,  law¬ 
yers  and  administrative  staff  to  the  fullest.  Previously  a 
part  of  Human  Resources,  Training  and  Development 
became  a  division  in  the  May  1982  reorganization  of 
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the  Washington  office.  Its  staff  includes  national  bank 
examiners,  education  specialists,  employee  develop¬ 
ment  specialists,  and  a  psychologist. 

Throughout  1982,  programs  were  designed  and  re¬ 
vised  to  meet  training  needs.  In  142  sessions  of  on¬ 
going  and  pilot  OCC  technical  programs,  2,235  par¬ 
ticipants  were  trained  in  22  subjects.  In  addition,  570 
OCC  participants  attended  62  sessions  of  eight 
Federal  Financial  Institutions  Examination  Council 
(FFIEC)  programs  and  1 ,082  participants  were  trained 
through  outside  facilities.  OCC  provided  95  instructors 
for  FFIEC  programs  and  assisted  in  the  development 
and  revision  of  those  programs.  One  hundred  seventy 
employees  participated  in  special  developmental  pro¬ 
grams  for  managers  and  executives. 


In  addition  to  ongoing  and  pilot  programs,  the  division 
gave  Revised  Examination  Approach  training  to  865 
participants  in  seven  2-week  sessions.  Topics  in¬ 
cluded  an  introduction  to  new  examination  concepts, 
the  use  of  technology  in  examinations,  and  the  cross 
training  of  commercial  examiners  in  the  basics  of  elec¬ 
tronic  data  processing  and  trust  examinations. 

Another  866  participants  were  trained  at  six  newly 
structured  Regional  Staff  Conference  training  ses¬ 
sions.  Training,  depending  on  individual  need,  in¬ 
cluded:  EEO  for  Supervisors  and  Managers;  Perfor¬ 
mance  Appraisal;  Stress  Management;  Basic  Super¬ 
visory  Training;  Principles  of  Bank  Operations;  Futures 
and  Forwards;  Tax  Accounting;  and  Consumer  Exam¬ 
ination  Updates  and  other  examination  related  sub¬ 
jects. 


Operations  Analysis 

The  Operations  Analysis  Division,  formerly  the  Pro¬ 
gram  Analysis  Division,  is  responsible  for  all  manage¬ 
ment  analysis  and  program  evaluation  at  OCC.  The 
division  also  provides  staff  support  for  the  Deputy 
Comptroller  for  Operations  and  the  Senior  Deputy 
Comptroller  for  National  Operations. 


The  staff  consists  of  national  bank  examiners,  man¬ 
agement  analysts,  and  systems  analysts.  Ongoing 
functions  include  the  review  or  development  of  reports 
and  analyses,  organizational  surveys  and  design, 
work  flow  analysis,  project  and  program  management, 
establishment  of  new  systems,  provision  of  word  pro¬ 
cessing  capabilities  to  the  agency,  and  participation  in 
management  information  system  efforts. 


Major  accomplishments  of  the  division  in  1982  in¬ 
cluded:  formalization  of  program  evaluation  pro¬ 
cedures;  evaluation  of  the  implementation  of  the  An¬ 
nual  Review  and  Visitation  examination  process; 
evaluation  of  the  revised  consumer  examination  pro¬ 
cess;  establishment  of  a  task  force  to  develop  a  com¬ 
prehensive  system  of  quality  controls  in  the  new  dis¬ 
trict  offices;  implementation  of  a  vulnerability  assess¬ 
ment  program;  communication  of  regional  reorganiza¬ 
tion  efforts  to  all  interested  parties;  development  of  a 
national  filing  system;  completion  of  a  management 
review  of  the  Memphis  Regional  Office;  and  initiation  of 
a  feasibility  study  of  using  optical  character  readers  to 
process  bank  examination  reports. 


Equal  Employment  Opportunity — The  Equal  Employ¬ 
ment  Opportunity  Office  implemented  a  comprehen¬ 
sive  EEO  training  program  in  1982.  EEO  training  was 
provided  to  top  management  in  the  Washington  office 
and  to  staff  at  five  regional  conferences.  The  office 
trained  approximately  248  participants  in  EEO  law, 
affirmative  action,  discriminatory  employment  prac¬ 
tices,  and  sexual  harassment.  Training  will  continue  in 
1983. 

The  office  gave  a  3-day  training  program  during 
Women's  Week,  which  was  sponsored  by  the  Federal 
Women’s  Program.  The  program  featured  suggestions 
for  successful  interviewing,  preventing  sexual  harass¬ 
ment,  and  developing  communication  skills.  Another 
highlight  was  a  panel  discussion  on  “Women  and  Ca¬ 
reer  Advancement." 

The  number  of  formal  complaints  filed  was  reduced 
significantly  in  1982.  There  were  10  precomplaint 
counseling  cases  during  1982,  but  only  two  formal 
complaints  were  filed  during  the  year.  In  1981,  there 
were  14  precomplaint  counseling  cases,  and  seven 
formal  complaints. 


Conference  Office — The  Conference  Office  plans,  de¬ 
velops  and  arranges  meetings,  conferences,  and 
seminars  for  Washington  personnel;  advises  the  re¬ 
gional  offices;  and  arranges  housing  for  district  per¬ 
sonnel  temporarily  assigned  to  the  Washington  office. 
The  office  also  prepares  budget  estimates  and  com¬ 
parability  studies  to  ensure  cost-effective  scheduling, 
locations,  and  facilities. 

In  1982,  the  office  planned  and  arranged  two  regional 
administrators'  meetings,  seven  district  management 
group  meetings,  and  a  district  coordinators'  commit¬ 
tee  meeting.  In  addition  to  those  major  conferences, 
the  office  assisted  the  Training  and  Development  Divi¬ 
sion  with  eight  Annual  Review  and  Visitation  Schools 
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Policy  and  Planning 


Bank  Organization  and  Structure 

The  Bank  Organization  and  Structure  Department  es¬ 
tablishes  and  implements  policies  affecting  corporate 
activities  of  national  banks  and  analyzes  and  pro¬ 
cesses  reguests  from  banks  and  individuals  to  en¬ 
gage  in  banking  activities.  Those  requests  include 
applications  for  new  bank  charters,  mergers,  consol¬ 
idations,  corporate  reorganizations,  conversions  of 
state  banks  to  national  banks,  operating  subsidiaries, 
branches,  customer-bank  communication  terminals 
(CBCTs),  bank  office  relocations,  changes  in  capital, 
and  Federal  branches  and  agencies  of  foreign  banks. 
The  department  also  evaluates  and  processes  notices 
of  change  in  controlling  ownership  and  appraises  dis¬ 
senting  shareholders'  stock  in  proposed  mergers  in 
order  to  determine  its  fair  value. 

In  1981,  the  volume  of  new  bank  charter,  merger  and 
CBCT  applications  increased  significantly.  The  high 
volume  continued  in  1982  and  is  not  expected  to  de¬ 
crease  significantly  in  the  near  future.  Despite  the  in¬ 
creased  volume  of  these  applications,  processing  time 
continued  to  decrease. 

Requests  for  appraisals  of  bank  stock  from  dissenting 
shareholders  in  a  proposed  merger  increased  signifi¬ 
cantly  in  1982,  and  are  expected  to  increase  as  long 
as  merger  activity  remains  high. 

Many  novel  and  controversial  applications  were  pro¬ 
cessed  by  the  department  in  1982.  Among  these 
were: 

•  The  first  application  for  a  de  novo  national  bank 
charter  by  a  nonfinancial  entity— McMahan  Val¬ 
ley  Stores,  which  operates  69  retail  furniture 
outlets  in  California  and  other  western  states — 
was  approved  on  August  5,  1982.  The  new 
bank  will  offer  interest-bearing  NOW  accounts 
and  other  services  to  attract  the  low-  and  mid¬ 
dle-income  families  who  have  been  the  stores' 
primary  customers.  To  avoid  the  Bank  Holding 
Company  Act’s  ownership  restrictions  and  di¬ 
vestiture  requirements  for  corporations  that  own 
banks,  the  new  bank  will  not  make  commercial 
loans. 

•  An  application  by  a  savings  and  loan  associa¬ 
tion  to  convert  to  a  national  bank  was  filed  by 
the  Point  Loma  Savings  and  Loan  Association, 
San  Diego,  California  ("Point  Loma”),  a  state- 
chartered  savings  and  loan  The  application 
was  approved  on  September  22,  1982.  Point 


Loma,  a  sound  and  well  managed  financial  in¬ 
stitution,  can  now  take  advantage  of  increased 
market  opportunities. 

•  An  application  to  establish  an  operating  sub¬ 
sidiary  to  offer  discount  brokerage  services, 
filed  by  Security  Pacific  National  Bank,  Los  An¬ 
geles,  Calif.,  was  approved  August  26,  1982. 
The  subsidiary  will  act  as  an  agent  on  behalf  of 
its  customers  to  buy  and  sell  securities.  Al¬ 
though  the  Glass-Steagall  Act  specifically  pro¬ 
hibits  purchases  and  sales  of  stock  by  banks 
acting  as  principal,  OCC  believes  that  the 
Glass-Steagall  Act  permits  those  securities  pur¬ 
chases  and  sales  for  customers  in  which  the 
bank  acts  as  an  agent  (i.e.,  brokerage  transac¬ 
tions). 

•  An  application  filed  by  North  Carolina  National 
Bank,  Charlotte,  North  Carolina,  was  the  first 
filed  by  a  national  bank  requesting  permission 
to  establish  a  de  novo  operating  subsidiary  that 
will  function  as  a  futures  commission  merchant 
The  application  was  approved  on  April  7,  1982. 

•  An  application  to  merge  The  Connecticut  Bank 
and  Trust  Company,  Hartford,  Connecticut,  into 
The  State  National  Bank  of  Connecticut, 
Bridgeport,  Connecticut,  was  filed  with  this  Of¬ 
fice  on  June  1,  1982,  and  approved  on  Novem¬ 
ber  29,  1982.  At  issue  was  whether  thrift  institu¬ 
tions  should  be  included  in  the  relevant  line  of 
commerce  when  assessing  the  competitive  ef¬ 
fects  of  a  commercial  bank  merger  proposal.  In 
this  case,  the  office  determined  that  because 
thrift  institutions  have  gained  commercial 
powers  through  changes  in  state  and  federal 
law  and  have  exercised  them  vigorously,  sav¬ 
ings  banks  in  Connecticut  must  be  included  in 
the  relevant  line  of  commerce. 

The  department  anticipates  more  of  these  creative 
proposals  in  1983,  as  the  financial  institutions  industry 
takes  advantage  of  opportunities  resulting  from  de¬ 
regulation  of  the  industry. 

No  one  can  envision  with  certainty  in  what  ways  the 
future  marketplace  for  financial  services  will  evolve. 
This  evolution  is  best  left  to  the  competitive  forces  of 
the  free  marketplace.  The  objective  of  Bank  Organiza¬ 
tion  and  Structure  is  to  design  and  implement  corpo¬ 
rate  activities,  policies  and  procedures  which  will  not 
limit  banks’  abilities  to  meet  the  competitive  challenge 

in  October  1980,  the  OCC  began  the  Corporate  Ac¬ 
tivities  Review  and  Evaluation  (CARE)  project,  a  com- 
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prehensive  review  of  all  policies  and  procedures  in  the 
corporate  activities  area  (See  OCC  Quarterly  Journal, 
Vol.  1,  No.  3,  1982.)  As  part  of  this  effort,  the  policies 
and  procedures  governing  branches,  CBCTs,  and  re¬ 
locations  were  substantially  revised  in  1982.  A  simple 
4-page  application  form  replaced  the  7-  and  24-page 
forms  used  for  CBCTs  and  branches,  and  a  simple  5- 
page  form  replaced  the  three  significantly  longer  ap¬ 
plications  used  for  relocations.  Simplified  procedures 
were  also  adopted  for  charter  applications  sponsored 
by  bank  holding  companies. 

In  July  1982,  the  OCC  initiated  CARE  II  to  accelerate 
the  review  of  the  corporate  activities  area.  A  consultant 
was  hired  to  review,  recommend  changes,  and  design 
and  implement  policies  that  will  reduce  the  burden  on 
applicants,  the  OCC,  and  the  public.  Background 
work  was  completed  during  1 982,  and  preliminary  pro¬ 
posals  were  drafted  for  some  corporate  activities.  Sig¬ 
nificant  progress  is  anticipated  during  1983. 

Economic  and  Policy  Analysis 

The  Economic  and  Policy  Analysis  (E&PA)  Division 
resulted  from  the  OCC’s  1982  reorganization  and  was 
formed  by  consolidating  the  Banking  Research  and 
Economic  Analysis  (BR&EA)  Division  and  the  Strate¬ 
gic  Analysis  Division.  As  a  part  of  the  1 982  reorganiza¬ 
tion,  the  call  report  processing  conducted  in  BR&EA 
was  moved  to  the  Data  Processing  Division. 

E&PA  researches  and  analyzes  issues  important  to  the 
financial  system  and,  in  particular,  to  OCC’s  regulation 
and  supervision  of  banks.  The  division’s  economists 
and  financial  analysts  provide  senior  officials  with  data 
and  analyses  on  current  policy  issues,  the  state  of  the 
economy,  and  trends  in  banking  and  capital  markets. 
E&PA  also  offers  analytical  and  statistical  services  to 
other  OCC  divisions  and  studies  issues  affecting  the 
banking  industry. 

During  1982,  E&PA  assumed  a  major  role  in  the  OCC’s 
efforts  to  deregulate  the  asset  and  liability  powers  of 
depository  institutions.  With  respect  to  the  liability  side 
of  the  balance  sheet,  E&PA  staff  prepared  the  Depos¬ 
itory  Institutions  Deregulation  Committee  (DIDC)  staff 
papers  on  the  desirability  of  authorizing  a  competitive 
short-term  deposit  instrument  In  late  1982,  E&PA  staff 
analyzed  and  summarized  over  1 ,200  comment  letters 
on  a  proposed  DIDC  instrument  and  prepared  an  ex¬ 
tensive  DIDC  staff  paper  on  the  design  of  the  new 
Money  Market  Deposit  Account. 

On  the  asset  side  of  the  balance  sheet,  E&PA,  in 
conjunction  with  other  divisions,  issued  a  banking  bul¬ 
letin  permitting  national  banks  to  make  or  purchase 
specified  adjustable-rate  mortgage  (ARM)  loans  pur¬ 
chased  by  the  Federal  National  Mortgage  Association 


Furthermore,  the  ARM  regulation  was  amended  to  in¬ 
crease  the  number  of  permissible  interest  rate  indexes 
and  to  give  banks  additional  flexibility  when  setting  the 
initial  index  value.  On  June  2,  1982,  OCC  published  a 
proposed  revision  to  the  ARM  rule  that  would  signifi¬ 
cantly  liberalize  the  existing  ARM  regulation.  (The 
OCC  expects  to  issue  a  revised  ARM  regulation  in 
early  1983.)  The  division  also  took  primary  responsibil¬ 
ity  during  1982  for  analyzing  and  approving  experi¬ 
mental  payment-capped  ARM  plans  submitted  under 
Section  29  9  of  the  ARM  regulation. 

E&PA  also  monitors  and  reports  on  the  international 
banking  system  and  international  financial  markets. 
Those  efforts  resulted  in  two  papers,  “Treatment  of 
Problem  Sovereign  Credits”  and  “The  Rescheduling 
Phenomenon,  Concerns  and  Options."  The  studies 
were  submitted  to  the  Cooke  Committee,  which  is 
made  up  of  bank  supervisors  from  major  industrialized 
countries. 

E&PA  staff  also  prepare  research  papers.  Topics  dur¬ 
ing  1982  included:  bank  chartering  decisions;  foreign 
currency  positioning  by  U.S.  banks;  the  status  of  the 
debate  of  bank  underwriting  of  revenue  bonds;  com¬ 
mercial  banking  and  the  small  business  sector;  a 
study  of  money  market  mutual  fund  performance;  and 
a  congressionally  mandated  study  of  the  regulatory 
and  policy  issues  raised  by  commercial  bank  acquisi¬ 
tions  of  thrift  institutions.  In  addition,  E&PA  staff  pre¬ 
pare  background  material  and  drafts  of  speeches  and 
testimony  for  the  Comptroller  and  Senior  Deputy 
Comptroller  for  Policy  and  Planning.  Senior  staff  are 
informed  of  financial  market  developments  through 
memoranda,  weekly  briefs  on  domestic  economic  in¬ 
dicators,  and  an  economic  factbook  consisting  of  ta¬ 
bles  of  statistics  on  financial  markets,  banks,  thrifts 
and  other  financial  institutions. 

During  1982,  E&PA  staff  helped  the  Bank  Organization 
and  Structure  Department  to  process  difficult  merger 
cases  and  prepare  bank  stock  appraisals.  The  Divi¬ 
sion  also  participated  in  developing  and  overseeing 
Bank  Technology  and  Telecommunications  training 
courses  and  research  projects.  E&PA  staff,  along  with 
Bank  Supervision  staff,  made  technical  and  analytical 
contributions  to  the  Fair  Housing  Home  Loan  Data 
System  and  developed  a  series  of  bank  simulation 
models.  The  models  simulate  the  effects  of  economic 
and  market  conditions  on  banks.  These  models  can 
be  used  to  analyze  banks'  reactions  to  different  interest 
rates,  to  assess  the  effect  of  alternative  management 
policies,  and  to  evaluate  the  impact  of  new  deposit 
instruments.  As  part  of  its  effort  to  analyze  the  effect  of 
the  changing  financial  system  on  consumers,  E&PA 
staff,  in  conjunction  with  other  government  agencies, 
designed  a  survey  of  consumer  financial  behavior  in 
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households.  This  survey  will  be  used  in  1983  to  assess 
the  financial  situations  of  American  families  and  to 
provide  information  on  consumer  use  of  financial  in¬ 
stitutions  and  their  asset  and  debt  instruments. 

Systems  and  Financial  Management 

Data  Processing 

During  1982  data  processing  continued  to  grow 
rapidly  throughout  the  OCC. 

Major  activities  included: 

•  IBM  large-scale  computer  processing  in¬ 
creased  to  an  annual  high  of  1 01 ,000  computer 
runs,  but  costs  were  $155,000  below  1979 
when  computer  runs  totaled  70.000 

•  OCC’s  low-cost  telecommunications  network, 
working  with  the  on-line  data  base,  was  suc¬ 
cessfully  implemented.  It  is  now  possible  to 
drive  the  OCC  telecommunications  network  at 
the  same  low  cost  as  overnight  runs. 

•  The  National  Bank  Surveillance  Video  Display 
System  (NBSVDS)  on-line  bank  monitoring  sys¬ 
tem  was  modified  to  accept  data  from  the 
FDIC's  new  Uniform  Bank  Performance  Report 
System.  In  addition,  NBSVDS  can  now  load 
FDIC-supplied  data  more  quickly,  thus  enhanc¬ 
ing  dataquality. 

•  Telecommunications  links  were  completed  for 
transferring  data  from  mainframe  computers  to 
microcomputers  for  bank  modeling. 

•  Software  was  linked  to  data  bases  on  the  VAX 
computer  to  support  microcomputer  bank 
modeling  and  NBSVDS  activities. 

•  Several  new  VAX  11/780  information  systems 
were  developed  and  implemented  for  users 
during  1982.  The  systems  include: 

—  Foreign  Exposure  System 
—  Communications  Mailing  Systems 
—  Fair  Housing  Log  System 
—  Course  Evaluation  System 
—  Trust  Activity  Reporting  System 
—  Regional  Bank  Program  System 
—  Chief  Counsel  Management  Information 
System 

•  Several  new  IBM  large-scale  information  sys¬ 
tems  were  designed  and  developed  for  various 
users.  They  include: 

—  Design  and  implementation  of  an  IBM  inte¬ 
grated  data  base  and  communications  net¬ 
work  to  manage  the  agency's  future  informa¬ 
tion  requirements. 

-  A  regional  Bank  Organization  and  Structure 
(BOS)  information  system  was  developed 


Regional  offices  can  now  generate  reports 
about  application  processing. 

—  Human  Resources  Information  System 
(HRIS),  merit  performance,  employee  pro¬ 
file,  education/training,  and  skills  inventory 
software  systems  were  developed. 

—  HRIS  Position  Control  System  was  imple¬ 
mented  to  enter  manpower  information  for 
regional  headquarters  into  the  on-line  data 
base. 

—  HRIS  life,  health,  dental,  vision,  accidental 
death,  and  disability  insurance  systems 
were  completed. 

—  A  voucher  system  to  support  regional  data 
input  was  completed. 

—  Statistical  Data  Sheet  and  Exam  Guery  sys¬ 
tems  were  implemented  and  made  available 
to  Senior  Deputy  Comptrollers. 

—  A  Shared  Credit  Information  System  was  im¬ 
plemented. 

—  A  system  to  process  claims  for  property 
from  unclaimed  national  bank  accounts  was 
designed. 

—  A  Time  Reporting  System  (TRS)  was  de¬ 
signed  to  replace  the  Time  Utilization  Man¬ 
agement  System  (TUMS). 

Financial  Operations 

The  Financial  Operations  Division  promotes  the  effi¬ 
cient  use  of  financial  resources  for  the  OCC.  The  divi¬ 
sion  has  two  branches:  Budget  Programs  and  Ac¬ 
counting  Programs.  In  addition,  the  Director’s  office 
includes  project  managers  to  coordinate  resource  and 
financial  management  projects. 

Budget  Programs  develops  and  recommends  revenue 
and  expenditure  policy,  designs  and  operates  finan¬ 
cial  models,  and  directs  the  OCC's  budget  operation. 
The  budget  process,  completely  revised  in  1982,  now 
integrates  the  budget  with  the  operating  plan.  This 
allowed  early  approval  of  the  1983  calendar  year  bud¬ 
get  and  its  timely  submission  to  Treasury.  Budget 
meetings  were  held  with  operating  units  to  negotiate 
adjustments  and  gather  additional  data.  This  process 
allows  OCC  to  analyze  resources  functionally  as  well 
as  organizationally. 

Accounting  Programs  manages  the  OCC’s  financial 
reporting  systems.  Resource  constraints  imposed  dur¬ 
ing  1982  have  required  further  automation  and  refine¬ 
ment  of  our  reporting  systems.  As  a  result  of  extensive 
research  and  analysis,  the  division  recommended  a 
new  financial  software  package  which  will  improve 
OCC’s  monitoring  and  forecasting  abilities  The  new 
system  should  be  in  place  in  1983  and  will  enhance 
both  planning/budget  and  time  reporting  systems 
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A  quarterly  reporting  system  was  initiated  to  help  man¬ 
agement  review  travel  costs  and  evaluate  personnel.  In 
addition,  regional  travel  voucher  classification  and  in¬ 
put  was  decentralized  in  1982.  This  will  expedite  the 
flow  of  information,  minimize  error,  and  reduce  paper¬ 
work  It  also  paves  the  way  for  further  decentralization 
of  other  financial  functions  in  1983. 

Cash  management  initiatives  permitted  91  percent  of 
our  banks  to  pay  their  assessments  by  electronic 
funds  transfer  (EFT)  in  1982.  Proposed  regulations 
impose  penalties  for  late  payment  of  assessments  and 
trust  fees.  Procedures  were  also  established  for  com¬ 
puterized  billing  and  followup  on  non-payment  of  trust 
and  communication  billings. 

On  October  15,  1982  the  Garn-St  Germain  Depository 
Institutions  Act  of  1982  was  signed  into  law.  Among  its 
provisions  is  a  requirement  that  OCC  dispose  of  the 
property  recovered  from  666  national  and  District  of 
Columbia  banks  that  were  closed  before  and  during 
the  1930’s.  Financial  Operations  participated  in  a  task 
force  to  establish  procedures  to  implement  these 
provisions,  and  designed  a  system  for  automating 
some  22,000  names  of  all  property  owners  by  city, 
state,  and  bank.  After  the  list  of  owners  is  published  in 
the  Federal  Register,  Financial  Operations  will  process 
all  claims  for  the  property. 

Strategic  Planning  and  Budgeting 

The  Strategic  Planning  and  Budgeting  Division  was 
created  in  May  1982  in  order  to  make  planning  an 
integral  part  of  the  OCC  management  process.  To  that 
end,  division  staff  designed  and  implemented  a  new 
operations  planning  process  that: 

•  Combines  operations  planning  with  budget 
and  performance  appraisal; 

•  Offers  policy  guidance  to  planning  units  at  the 
outset  of  the  planning  process; 

•  Places  planning  objectives  and  projected  re¬ 
source  use  within  a  functional  framework; 

•  Provides  for  policy  direction  from  management 
at  the  beginning  and  end  of  the  operations 
planning  process; 

•  Permits  final  adjustments  to  plans  and  budgets 
on  a  programmatic  basis;  and 


•  Gives  managers  an  overview  of  OCC  opera¬ 
tions,  plans  and  budgets. 

Division  staff  advised  the  Policy  Group  when  they  con¬ 
sidered  examination  priority  schedules  for  1983.  With 
the  help  of  other  OCC  staff,  division  members  devel¬ 
oped  a  computer  model  that  enabled  the  Policy  Group 
to  test  the  resource  implications  of  different  examina¬ 
tion  schedules. 

The  division  is  developing  an  operations  plan  monitor¬ 
ing  system  compatible  with  the  functional  framework. 
A  major  element  of  this  system  will  be  the  newly  de¬ 
signed  Time  Reporting  System  (TRS),  developed  by 
the  Strategic  Planning  and  Budgeting  Division  and 
Human  Resources  Division  with  the  assistance  of 
other  OCC  staff. 

Management  Systems 

The  recently  organized  Management  Systems  Division 
reviews  and  analyzes  OCC’s  information  needs  to 
identify  and  develop  administrative  and  supervisory 
information  systems  that  support  OCC  programs  and 
long-term  goals.  The  division,  in  close  cooperation 
with  the  Data  Processing  and  Operations  Analysis  di¬ 
visions,  coordinates  the  Management  Information  Sys¬ 
tem  (MIS)  with  the  goal  of  consolidating  similar  re¬ 
quirements  of  operating  units  into  a  comprehensive 
MIS. 

Since  its  inception  in  July  1982,  Management  Systems 
has  participated  in  a  3-month  joint  study  to  identify 
OCC’s  information  requirements  and  to  recommend 
computer  hardware  for  meeting  these  requirements. 
The  study's  recommendations,  approved  by  the  Policy 
Group  in  early  October,  included  providing  state  of  the 
art  technology  to  bank  examiners  The  division  is  also 
coordinating  the  implementation  of  microcomputers 
for  use  by  national  bank  examiners  in  off-site  monitor¬ 
ing,  financial  analysis/modeling  and  report  generation. 

On  the  administrative  side,  an  MIS  Committee  consist¬ 
ing  of  senior  OCC  managers  was  formed  to  advise 
and  direct  policy  on  the  OCC’s  MIS  activities.  In  addi¬ 
tion,  the  division  formed  a  working  group  whose  mem¬ 
bers  were  drawn  from  the  six  districts  resulting  from 
the  regional  reorganization.  The  group  will  insure  that 
information  systems  responsive  to  the  districts'  needs 
are  developed. 
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Law  Department 


Litigation 

During  1982,  25  new  lawsuits  were  filed  against  the 
OCC  with  43  lawsuits  pending  at  the  beginning  of  that 
year.  By  year  end.  30  lawsuits  had  been  resolved,  27  of 
those  in  the  Comptroller’s  favor.  Three  cases  currently 
are  being  settled.  These  suits  included  challenges  to 
OCC's  decisions  on  charter,  branch,  merger,  and 
name  change  applications  and  changes  in  bank  con¬ 
trol  notices;  judicial  review  of  administrative  enforce¬ 
ment  actions  and  OCC’s  regulatory  authority,  including 
challenges  to  its  interpretation  of  banking  statutes, 
contract  disputes,  personnel  matters,  and  the  Free¬ 
dom  of  Information  Act. 

In  the  antitrust  area,  the  Department  of  Justice  chal¬ 
lenged  OCC  approval  of  the  merger  of  Virginia  Na¬ 
tional  Bank  and  First  State  Bank  of  Wise,  Virginia.  The 
Comptroller  intervened  in  the  case,  United  States  v. 
Virginia  National  Bankshares,  et  al.,  Civil  Action  No. 
82-0083B  (W.D.Va.),  [1982-2]  Trade  Cases  (CCH) 
1164,871,  the  first  brought  by  the  Department  under  its 
new  merger  guidelines.  The  Court  upheld  the  Comp¬ 
troller’s  use  of  the  service  area  approach  in  analyzing 
merger  applications. 

In  the  corporate  applications  area,  one  lawsuit  involv¬ 
ing  the  approval  of  a  charter  application  was  filed,  with 
another  such  case  pending  Both  were  resolved  in  the 
Comptroller's  favor  and  were  not  appealed.  Seven  law¬ 
suits  challenging  OCC  approval  of  branch  applica¬ 
tions  were  pending,  with  none  filed  during  the  year.  All 
were  concluded  and  six  upheld  the  Comptroller's  deci¬ 
sion.  The  division  also  successfully  defended  two  law¬ 
suits  involving  the  name  change  of  national  banks.  A 
similar  suit  is  pending. 

Two  actions  were  filed  against  the  OCC  in  connection 
with  the  Change  in  Bank  Control  Act  (CBCA).  Both 
involved  protests  of  OCC  disapproval  of  CBCA 
notices.  Both  have  been  dismissed  Of  the  three  re¬ 
maining  actions  which  concern  CBCA,  one  has  been 
set  for  administrative  hearing,  two  have  undergone 
hearing  and  are  now  being  settled. 

One  petition  was  filed  seeking  judicial  review  of  an 
OCC  final  order  to  cease  and  desist  issued  pursuant 
to  12  USC  1818.  Four  others  are  pending.  Those  or¬ 
ders  address  the  adequacy  of  a  bank's  capital,  over¬ 
investment  in  banking  premises,  and  identification  of 
loans  violating  12  USC  84.  Of  those,  three  have  been 
decided  in  the  Comptroller's  favor.  Another  action  was 
filed  in  a  federal  district  court  to  stop  the  suspension 


by  OCC  of  a  national  bank  officer.  The  court  dismissed 
the  case,  holding  it  lacked  jurisdiction  to  review  the 
Comptroller’s  actions. 

The  Comptroller  also  sought  to  enforce  a  final  cease 
and  desist  order  previously  upheld  on  judicial  review. 
This  is  the  first  such  action  brought  by  the  Comptroller 
pursuant  to  12  USC  1818  Of  three  actions  pending  to 
set  aside  temporary  cease  and  desist  orders  pertain¬ 
ing  to  the  participation  of  loans  among  related  banks, 
one  has  been  dismissed  in  its  entirety,  and  the  other 
two  involving  constitutional  claims  will  be  litigated  only 
with  respect  to  narrow  issues. 

Two  cases  attacking  the  Comptroller's  authority  to 
promulgate  regulations,  Conference  of  State  Bank  Su¬ 
pervisors,  et  al.  v.  Heimann,  Civil  Action  No.  80-3284 
(D.D.C.)  and  CSBS  v.  Lord,  532  F.  Supp.  694  (D.D.C. 
1982),  were  both  decided  in  the  Comptroller's  favor  at 
the  district  court  level,  and  are  awaiting  decision  on 
appeal.  CSBS  v.  Heimann  challenged  OCC  regula¬ 
tions  implementing  the  International  Banking  Act  of 
1978  (12  USC  3101  efseg 12  CFR  28);  CSBS  v.  Lord, 
the  OCC  regulations  affecting  adjustable-rate  mort¬ 
gages,  12  CFR  29. 

In  Securities  Industry  Association  v.  Conover,  Civil  Ac¬ 
tion  No.  82-2865  (D.D.C  ),  the  plaintiff  challenges  the 
Comptroller’s  approval  of  applications  of  two  national 
banks  to  aeguire  discount  brokerages,  alleging  that 
such  activity  violates  the  Glass-Steagall  Act.  That  liti¬ 
gation  is  in  its  initial  stages. 

The  OCC  also  successfully  defended  an  action  chal¬ 
lenging  its  authority  to  declare  a  national  bank  insol¬ 
vent.  In  First  National  Bank  of  South  Charleston  v. 
Conover,  Civil  Action  No.  82-2536  (S.D.W.V.),  the  dis¬ 
trict  court  ruled  it  had  no  jurisdiction  to  review  the 
Comptroller’s  decisions  in  this  area. 

The  OCC  participated  as  an  amicus  in  two  lawsuits 
during  1982.  In  Gulf  Federal  Savings  and  Loan  v 
Federal  Home  Loan  Bank  Board,  651  F.2d  259  (5th  Cir 
1981),  reh.  den.,  No.  78-2349  (5th  Cir.  11/5/81),  cert 
den.  (July  2,  1982),  the  Court  held,  contrary  to  the 
position  taken  by  the  Comptroller  and  the  other  finan¬ 
cial  institution  regulators,  that  a  violation  of  law  cannot 
give  rise  to  a  cease  and  desist  proceeding  unless  the 
violation  relates  to  the  financial  integrity  of  the  institu¬ 
tion.  In  Marine  Bank  v  Weaver,  No  80-1562,  455  U  S 
551  (1982),  the  Supreme  Court  held,  consistent  with 
the  position  taken  by  the  Comptroller,  that  a  certificate 
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of  deposit  issued  by  a  federally  regulated  financial 
institution  is  not  a  ''security''  and,  thus,  not  subject  to 
the  securities  laws. 

Enforcement  and  Compliance 

The  Enforcement  and  Compliance  Division  works  prin¬ 
cipally  with  the  operations  side  of  the  OCC  to  remedy 
violations  of  law  and  unsafe  or  unsound  banking  prac¬ 
tices  m  the  national  banking  system.  The  division  is 
principally  responsible  for  recommending  and  under¬ 
taking  administrative  actions  in  problem  situations  and 
for  representing  the  OCC  in  administrative  hearings 
and  on  appeal. 

During  1982,  the  OCC  initiated  175  formal  and  infor¬ 
mal  administrative  actions  as  well  as  98  civil  money 
penalty  actions.  Currently,  banks  are  operating  under 
administrative  actions  which  require,  among  other 
things,  the  following  remedies  to  prevent  and  eliminate 
unsafe  and  unsound  practices  or  violations  of  law: 

•  Prohibition  on  sale  of  securities  sold  under  re¬ 
purchase  agreements  on  a  retail  basis  without 
adeguate  policies  and  procedures; 

•  Increase  in  primary  capital  and  maintenance  of 
capital  position  sufficient  to  support  bank  oper¬ 
ations; 

•  Submission  of  plans  to  sell  or  merge  if  bank 
was  unable  to  generate  sufficient  primary  capi¬ 
tal; 

•  Prohibition  against  extending  credit  to  certain 
parties  or  companies; 

•  Restitution  for  preferential  loans,  excessive 
fees,  bonuses,  travel  and  entertainment  ex¬ 
penses;  overcharges  relating  to  violations  of 
consumer  laws;  excessive  dividends;  and 
losses  in  connection  with  violations  of  12  USC 
84,  375a  and  375b; 

•  Retention  of  an  independent  certified  public 
accountant  to  audit  bank's  records  and  ac¬ 
counting  procedures  for  nonaccrual  loans  and 
reversal  or  charge  off  of  all  accrued  and  un¬ 
collected  interest  on  nonaccrual  loans; 

•  Requirement  that  the  bank  republish  and  refile 
its  call  report  to  correct  misleading  statements; 

•  Review  of  adequacy  and  competency  of  man¬ 
agement  and  staff; 

•  Hiring  new  bank  officers  and  appointment  of 
independent  directors;  and 

•  Development  of  policies  and  procedures  gover- 
ing  loan  participations,  asset  and  liability  man¬ 
agement,  investment  trading  accounts  and  in¬ 
vestment  of  idle  trust  funds. 

In  addition  to  cease  and  desist  proceedings,  the  En¬ 
forcement  and  Compliance  Division  reviewed  a  num¬ 


ber  of  recommendations  for  imposition  of  civil  money 
penalties.  Division  attorneys  served  notices  of  assess¬ 
ment  totalling  approximately  $585,000  against  three 
banks  and  95  individuals  in  connection  with  violations 
of  12  USC  84,  60(b),  375a,  375b,  1972(2)(c)  and  12 
CFR  215  and  cease  and  desist  orders.  Civil  money 
penalty  authority  has  provided  the  OCC  with  a  flexible 
supervisory  tool  which  has  been  utilized  to  achieve 
significant  deterrent  and  corrective  effects 

The  OCC  suspended  two  bank  presidents  in  unrelated 
cases,  and  initiated  removal  actions  against  them  pur¬ 
suant  to  12  USC  1818(e).  One  action  resulted  in  a 
removal  agreement  between  the  OCC  and  the  indi¬ 
vidual,  and  the  other  action  is  scheduled  for  an  admin¬ 
istrative  hearing  in  early  1983.  The  OCC  also  sus¬ 
pended  two  bank  officers  pursuant  to  1 2  USC  1 81 8(g) 
following  indictment  by  a  federal  grand  jury  for  crimes 
involving  dishonesty  or  breach  of  trust  and  punishable 
by  imprisonment  for  terms  exceeding  1  year.  The  indi¬ 
viduals  filed  suit  in  U.S.  District  Court  for  the  Eastern 
District  of  Kentucky  seeking  injunctions  and  contend¬ 
ing  that  the  Comptroller  had  exceeded  his  authority. 
The  Court  dismissed  the  bank’s  suit  for  lack  of  subject 
matter  jurisdiction.  This  decision  is  on  appeal  to  the 
U.S.  Court  of  Appeals  for  the  Sixth  Circuit.  In  another 
action,  a  bank  officer  who  had  participated  in  serious 
violations  of  law  that  affected  the  financial  condition  of 
the  bank  entered  into  a  formal  agreement  to  refrain 
from  accepting  employment  with  any  bank  without  the 
prior  written  permission  of  the  appropriate  regulatory 
agency. 

During  1982,  the  division  took  administrative  action, 
pursuant  to  1 2  USC  1818  and  1 865,  in  connection  with 
independent  firms  performing  bank  services.  In  one 
case,  the  condition  of  the  corporation  performing  elec¬ 
tronic  data  processing  services  for  banks  constituted 
a  threat  to  the  continuity  and  integrity  of  those  serv¬ 
ices.  The  OCC  entered  into  an  agreement  requiring  the 
firm  to  correct  operating  deficiencies  and  institute  cer¬ 
tain  policies,  procedures  and  contingency  plans. 

After  full  administrative  hearings,  recommendations 
from  administrative  law  judges  were  made  in  three 
cease  and  desist  proceedings.  In  opinions  by  sepa¬ 
rate  administrative  law  judges,  the  OCC  was  found  to 
have  proven  that  two  related  banks  had  engaged  in 
numerous  unsafe  and  unsound  banking  practices  and 
had  been  operated  in  disregard  of  applicable  laws 
and  regulations.  Among  other  findings  of  unsafe  and 
unsound  practices,  each  administrative  law  judge 
found  that  the  banks  had  accumulated  an  excessive 
volume  of  poor  quality  assets  as  a  result  of  their  con¬ 
tinuing  practice  of  purchasing  a  large  volume  of  in¬ 
ferior  quality  loans  from  each  other,  and  from  other 
related  and  affiliated  banks,  without  exercising  sound 
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independent  credit  judgment  and  through  overreliance 
on  secondary  sources  of  collateral  for  repayment.  At 
the  conclusion  of  the  cease  and  desist  proceedings, 
after  receiving  recommendations  from  the  administra¬ 
tive  law  judges,  the  Comptroller  issued  a  comprehen¬ 
sive  and  wide-ranging  order  to  cease  and  desist 
against  each  bank.  This  order  included  a  blanket  pro¬ 
hibition  which  prevented  the  banks  from  purchasing 
any  loans  or  other  assets  from  their  affiliated  and  re¬ 
lated  banks.  One  of  the  banks  has  appealed  the 
Comptroller's  decision  to  the  United  States  Court  of 
Appeals  for  the  District  of  Columbia. 

The  division  also  successfully  concluded  administra¬ 
tive  action  against  a  bank  for  unlawfully  holding  corpo¬ 
rate  stock  in  approximately  40  corporations  for  many 
years.  The  administrative  law  judge  agreed  with  the 
staff  position  that  nothing  in  the  implied  power  provi¬ 
sions  of  the  National  Bank  Act,  12  USC  24  (Seventh), 
gave  national  banks  authority  to  own  corporate  stock. 
Divestiture  was  recommended  and  the  Comptroller 
agreed 

Several  administrative  cases  continued,  on  appeal,  as 
subjects  of  litigation.  The  U.S.  Court  of  Appeals  for  the 
Ninth  Circuit  upheld  the  Comptroller’s  authority  to 
order  directors  to  reimburse  a  bank  for  losses  relating 
to  violations  of  12  USC  84  del  Junco  v.  Conover,  682 
F.2d  1338  (9th  Cir.  1982).  The  Court  affirmed  the 
Comptroller's  statutory  authority  to  order  directors  to 
indemnify  a  national  bank  for  the  entire  amount  of 
illegal  loans,  without  any  reduction  reflecting  recov¬ 
eries  by  the  bank  against  the  debtor,  except  insofar  as 
those  recoveries  exceed  the  amount  of  an  earlier  law¬ 
ful  loan  to  the  debtor  that  remains  outstanding.  The 
Ninth  Circuit  upheld  the  reimbursement  remedy  or¬ 
dered  by  the  Comptroller  and  stated  that,  “[i]t  serves 
to  protect  the  bank's  assets,  to  insure  that  the  Directors 
fulfill  their  fiduciary  duty,  and  to  prevent  the  Directors 
from  insuring  themselves  against  liability  for  their 
wrongful  act  at  the  Bank’s  expense."  Id.  at  1343.  In 
addition  to  the  reimbursement  issue,  the  Court  held 
that  the  directors  were  liable  for  the  bank’s  collection 
expenses  on  the  illegal  loans  as  well  as  the  attorney's 
fees  paid  by  the  bank  on  behalf  of  the  directors  in 
litigating  the  case.  The  directors  have  petitioned  the 
United  States  Supreme  Court  for  a  writ  of  certiorari. 

The  First  National  Bank  of  Bellaire  has  appealed  to  the 
U.S.  Court  of  Appeal  for  the  Fifth  Circuit  an  order  to 
cease  and  desist  issued  by  the  OCC  following  an 
administrative  hearing.  The  bank  challenged  the 
Comptroller's  findings  that  it  violated  12  USC  29,  30, 
84,  371  d  and  375a,  as  well  as  a  condition  imposed  in 
writing  in  connection  with  the  granting  of  the  bank’s 
application  to  relocate.  Other  issues  included  the 
Comptroller's  findings  that,  contrary  to  safe  and  sound 


banking  practices,  the  bank  was  operating  with  inade¬ 
quate  capital.  The  U.S.  Court  of  Appeals  heard  oral 
argument  in  October  1982. 

In  another  case,  First  National  Bank  of  Scotia  v  U.S  , 
appeals  of  an  order  to  cease  and  desist  were  filed,  for 
the  second  time,  in  the  United  States  Court  of  Appeals 
for  the  Second  Circuit  and  in  the  United  States  Su¬ 
preme  Court.  The  stated  basis  for  the  second  set  of 
appeals  was  the  Comptroller's  modification  of  the 
order  to  require  the  maintenance  of  a  specific  ratio  of 
capital  to  total  assets  instead  of  the  injection  of  a 
particular  amount  of  capital.  In  an  unpublished  opin¬ 
ion,  the  Second  Circuit  sustained  the  modified  order, 
holding  that  the  Comptroller  had  acted  properly  in 
denying  the  petitioners'  requested  modifications  per¬ 
taining  to  the  capital  and  to  the  requirement  that  the 
petitioners  correct  an  outstanding  violation  of  12  USC 
371  d.  The  U.S.  Supreme  Court  denied  certiorari,  51 
U.S.L.W.  3226  (October  4,  1982,  No.  81-2267).  The 
OCC  is  currently  seeking  to  enforce  the  order  in  dis¬ 
trict  court. 

The  division  participated  in  several  examinations  and 
field  investigations  leading  to  referrals  to  the  Depart¬ 
ment  of  Justice,  the  Department  of  the  Treasury,  and 
other  state  and  federal  law  enforcement  agencies  con¬ 
cerning  bank  frauds  and  money  laundering  schemes. 
The  Enforcement  and  Compliance  Division  also 
worked  closely  with  the  Securities  and  Exchange 
Commission  during  an  investigation  of  possible  se¬ 
curities  fraud  involving  officers  of  a  national  bank. 

The  division  directed  an  extensive  investigation  into 
potential  criminal  violations  in  connection  with  a  major 
bank  failure  leading  to  referrals  to  the  Department  of 
Justice.  It  also  participated  extensively  in  the  prepara¬ 
tion  of  testimony  with  respect  to  the  Office’s  policy  on 
enforcement  matters  for  congressional  hearings. 

Division  attorneys  conducted  seminars  to  educate  as¬ 
sistant  national  bank  examiners  concerning  the  types 
of  OCC  administrative  actions  and  methods  of  docu¬ 
menting  cases  so  that  administrative  actions  can  be 
taken.  Additionally,  the  division  held  two  fraud  semi¬ 
nars  to  provide  specific  training  in  investigating,  docu¬ 
menting,  reporting,  and  prosecuting  fraudulent  trans¬ 
actions  identified  in  financial  institutions  One  of  these 
seminars  was  conducted  for  national  bank  examiners 
and  the  other  was  given  to  Georgia  state  bank  exam¬ 
iners  at  the  request  of  the  Georgia  Department  of 
Banking  and  Finance  The  division  also  provided  in¬ 
struction  on  bank  fraud  and  on  investigations  using 
bank  records  at  the  training  course  on  white  collar 
crime,  at  the  Federal  Law  Enforcement  Training  Center 
in  Glynco,  Georgia,  for  the  Department  of  Labor's  Of 
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fice  of  the  Inspector  General,  and  for  various  other  law 
enforcement  groups. 

The  division  continued  efforts  to  contain  the  prolifera¬ 
tion  of  fraudulent  schemes  involving  offshore  shell 
banks  and  money  brokers  by  working  with  banks, 
foreign  bank  supervisors  and  with  law  enforcement 
agencies  worldwide  to  address  the  problem. 

Securities  and  Corporate  Practices 

The  Securities  and  Corporate  Practices  Division  is  re¬ 
sponsible  for  administering  and  enforcing  the  federal 
securities  law  which  affect  national  banks,  including 
the  Securities  Exchange  Act  of  1934  and  the  OCC's 
Securities  Exchange  Act  disclosure  rules.  The  division 
also  administers  and  enforces  the  OCC's  securities 
offering  disclosure  rules  which  apply  to  a  national 
bank's  offering  of  its  securities.  Legal  advice  is  given 
on  certain  provisions  of  the  Glass-Steagall  Act  which 
relate  to  securities  underwriting  and  dealing  activities 
of  banks,  as  well  as  provisions  of  the  OCC's  trust 
regulations  which  involve  securities  matters.  In  addi¬ 
tion.  interpretive  advice  is  provided  on  the  Change  in 
Bank  Control  Act  of  1978  and  certain  provisions  of  the 
banking  laws  which  concern  the  corporate  practices 
of  national  banks. 

During  1982,  the  division  had  a  primary  role  in  prepar¬ 
ing  the  decision  authorizing  Security  Pacific  National 
Bank,  Los  Angeles,  Calif.,  to  offer  discount  brokerage 
services  through  a  new  subsidiary,  Security  Pacific 
Discount  Brokerage  Services,  Inc.  The  decision,  not¬ 
ing  that  the  Glass-Steagall  Act  permits  securities  pur¬ 
chases  and  sales  in  which  the  bank  acts  as  an  agent 
(i.e.,  brokerage  transactions),  authorizes  banks  and 
their  operating  subsidiaries  to  engage  in  the  activities 
contemplated  by  the  brokerage  firm.  These  services 
include  acting  as  agent  on  behalf  of  customers  to  buy 
and  sell  all  types  of  securities,  making  margin  loans  to 
customers,  and  paying  interest  on  credit  balances  in 
customer  accounts.  These  services  will  be  offered  ini¬ 
tially  at  Security  Pacific  branch  offices  throughout  Cal¬ 
ifornia  and  eventually  at  non-branch  locations  inside 
and  outside  California. 

In  addition,  the  division,  in  conjunction  with  the  Deputy 
Comptroller  for  Trust  and  Securities,  assisted  in  the 
preparation  of  the  Comptroller's  decision  on  an  ap¬ 
plication  by  Citibank,  N.A..  New  York,  New  York,  to 
operate  common  trust  funds  for  the  collective  invest¬ 
ment  of  assets  from  individual  retirement  accounts 
(IRAs)  The  decision  stated  that  the  regulations  of  the 
OCC  relating  to  the  collective  investment  of  trust 
funds,  12  CFR  9  18,  and  the  provisions  of  the  Em¬ 
ployee  Retirement  Income  Security  Act  of  1974 
fERISA),  permit  national  banks  acting  as  fiduciaries  to 


collectively  invest  IRA  trust  assets.  It  also  stated  that 
the  Glass-Steagall  Act  does  not  impede  a  bank  offer¬ 
ing  these  fiduciary  services.  Under  the  plan,  Citibank, 
as  trustee  of  individual  IRAs,  would  be  directed  to 
invest  the  IRA  assets  in  one  or  more  trust  funds  main¬ 
tained  by  the  bank.  As  trustee,  it  would  also  act  as 
investment  adviser  and  perform  other  services  for  the 
funds.  Citibank  would  register  the  funds  with  the  Se¬ 
curities  and  Exchange  Commission  under  the  Invest¬ 
ment  Company  Act  and  register  the  offering  of  inter¬ 
ests  in  the  funds  under  the  Securities  Act.  To  the  extent 
that  some  requirements  of  the  Investment  Company 
Act  and  the  Securities  Act  might  conflict  with  certain 
provisions  of  the  OCC's  trust  regulations,  the  decision 
stated  that  those  provisions  would  be  waived,  although 
it  was  not  clear  that  there  would  be  any  conflict. 

Approximately  280  “publicly  held”  national  banks  have 
a  class  of  equity  securities  registered  under  the  Se¬ 
curities  Exchange  Act.  The  division  reviewed  numer¬ 
ous  registration  statements,  annual  and  special  meet¬ 
ing  proxy  materials,  tender  offer  and  election  contest 
materials,  periodic  reports,  and  statements  of  benefi¬ 
cial  ownership  relating  to  such  registered  banks  under 
the  OCC's  Securities  Exchange  Act  disclosure  rules 
(12  CFR  11).  In  addition,  as  part  of  the  OCC’s  merger 
application  procedures,  the  division  reviewed  special 
meeting  proxy  materials  relating  to  mergers  and  con¬ 
solidations  involving  national  banks.  The  division  also 
processed  offering  materials  of  approximately  90  na¬ 
tional  banks  pursuant  to  the  OCC's  securities  offering 
disclosure  rules  (12  CFR  16). 

The  division  substantially  completed  work  on  pro¬ 
posed  revisions  to  the  Office’s  Securities  Exchange 
Act  Disclosure  rules,  12  CFR  11  (Part  11).  These  revi¬ 
sions  are  designed  in  part  to  update  those  rules  to 
correspond  with  changes  in  SEC  rules  and  regula¬ 
tions.  Section  12(i)  of  the  Securities  Exchange  Act 
requires  that  our  Office  issue  regulations  similar  to  the 
SEC's  unless  implementation  of  these  regulations  is 
unnecessary  or  inappropriate  for  the  public  interest  or 
protection  of  investors.  These  revisions  will  also  involve 
reformatting  Part  1 1  into  a  more  logical  form  and  devel¬ 
oping  centralized  bodies  of  financial  and  non-financial 
disclosure  items,  comparable  to  the  SEC’s  Regulations 
S-X  and  S-K,  to  which  the  various  disclosure  forms  for 
registration,  periodic  reporting,  and  proxy  solicitation 
would  refer. 

The  division  has  investigated  possible  violations  of 
federal  securities  laws  and  has  taken  an  active  role  in 
litigation  to  enforce  compliance  with  those  laws  by  the 
persons  and  entities  subject  to  OCC  jurisdiction. 
Those  actions  have  included  administrative  proceed¬ 
ings  against  registered  municipal  securities  dealers 
and  district  court  actions  involving  Williams  Act 
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(tender  offer)  violations.  The  division  has  cooperated 
with  the  SEC  and  interested  divisions  in  the  OCC  in  the 
handling  of  those  matters. 

In  June  1982.  the  division,  in  conjunction  with  the  Trust 
Examinations  Division,  published  final  amendments  to 
the  OCC’s  trust  regulation  (12  CFR  9).  They  relate  to 
certain  requirements  which  apply  to  the  collective  in¬ 
vestment  of  funds  by  a  national  bank  in  its  fiduciary 
capacity,  and  the  policies  and  practices  of  a  national 
bank  in  selecting  brokers  to  effect  securities  transac¬ 
tions  for  customers.  The  division  also  published  ad¬ 
vanced  notices  of  proposed  rules  relating  to  the  latter 
and  to  a  comprehensive  review  of  the  OCC's  collective 
investment  fund  requirements. 

Legal  Advisory  Services  Division 

The  Legal  Advisory  Services  Division  (LASD)  provides 
legal  advice  and  opinions  to  the  examining  and  ad¬ 
ministrative  divisions  of  OCC,  its  regional  offices,  na¬ 
tional  banks,  attorneys,  and  the  public.  LASD  acts  as 
‘  general  counsel”  to  many  OCC  divisions.  LASD  re¬ 
sponds  to  requests  for  assistance  and  its  work  load 
varies  accordingly.  The  Garn-St  Germain  Act  sparked 
an  intense  effort  in  LASD  to  interpret  the  new  legisla¬ 
tion  as  it  applies  to  national  banks. 

In  addition  to  offering  legal  advice,  LASD  prepares 
many  of  the  Office’s  regulations  and  interpretive  rulings 
for  publication  in  the  Federal  Register.  During  1982, 
LASD  attorneys  drafted  final  rules  on  the  Money  Mar¬ 
ket  Deposit  Account,  investment  securities,  bank  holi¬ 
days,  loans  to  insiders,  and  adjustable-rate  mort¬ 
gages  Proposed  rules  were  drafted  for  national  bank 
lending  limits,  assessments  and  fees,  management 
interlocks,  and  data  processing. 

Formal  attorney  assignments  from  January  1,  1982,  to 
December  31,  1982,  totalled  1,819.  In  addition,  2,728 
consumer  complaints  were  answered  or  referred  to 
other  sources  by  the  Paralegal  Unit.  Although  the  Para¬ 
legal  Unit’s  duties  are  not  statutorily  mandated,  the  unit 
plays  a  significant  role  as  a  neutral  party  between 
bankers  and  consumers.  Seventy  percent  of  attorney 
assignments  were  for  other  OCC  divisions,  national 
banks,  and  law  firms  which  represent  national  banks 
In  addition  to  written  assignments,  LASD  attorneys 
spend  approximately  20  percent  of  their  time  answer¬ 
ing  telephone  inquiries  from  bankers,  consumers, 
federal  agencies,  members  of  Congress,  and  the  me¬ 
dia.  In  rendering  such  legal  advice,  interpretations 
have  been  developed  which  are  used  as  precedent 

Although  LASD’s  role  is  primarily  that  of  "legal  ad¬ 
visor,”  it  does  have  a  number  of  specific  functions, 
including  reviewing  legal  questions  relating  to  char¬ 


ters,  branches,  mergers,  bank  closings,  contracts,  in¬ 
vestment  securities,  and  Freedom  of  Information  Act 
appeals. 

Legislative  Counsel 

The  Office  of  Legislative  Counsel  offers  legal  advice  to 
agency  officials  on  pending  legislation  that  may  affect 
the  banking  system  or  the  agency.  Division  attorneys 
prepare  briefing  materials  on  legislative  proposals, 
participate  in  the  formulation  of  agency  positions  on 
legislation,  respond  to  Congressional  inquiries,  and 
draft  legislation.  The  division  prepares  Congressional 
testimony  for  the  Comptroller  or  his  designated  repre¬ 
sentative  and  maintains  legislative  resource  materials 

Attorneys  have  frequent  contact  with  Congressional 
staff,  representatives  of  federal  and  state  agencies, 
bank  and  trade  association  representatives,  and  oth¬ 
ers  regarding  proposed  legislation.  Division  attorneys 
occasionally  address  various  groups,  including  bank¬ 
ers’  associations,  bank  counsel,  and  OCC  staff  mem¬ 
bers  on  legal  and  legislative  matters. 

During  1982,  the  division  prepared  testimony  on  the 
following  matters: 

•  proposed  legislation  to  provide  capital  as¬ 
sistance  for  depository  institutions: 

•  OCC's  Bank  Secrecy  Act  compliance  efforts: 

•  the  failure  of  the  Penn  Square  Bank.  N.A  , 
Oklahoma  City,  Okla.:  and 

•  U.S.  banks  controlled  by  foreign  individuals. 

The  division  took  an  active  role  in  formulating  and 
drafting  the  Garn-St  Germain  Depository  Institutions 
Act  of  1982  (Pub.  L  97-320)  and  its  technical  amend¬ 
ments  (Pub.  L  97-457).  This  comprehensive  legisla¬ 
tion  provides  for  expanded  thrift  institution  asset 
powers,  extraordinary  cross-industry  and  interstate 
acquisitions  of  certain  depository  institutions,  capital 
assistance  for  troubled  institutions,  and  more  flexible 
national  bank  powers.  Division  attorneys  also  partici¬ 
pated  in  the  development  of  the  Export  Trading  com¬ 
pany  Act  of  1 982  (Pub  L  97-290),  which  permits  bank 
holding  companies,  bankers'  banks,  and  Edge  Act 
corporations  to  invest  in  export  trading  companies 

Additionally,  the  Office  of  Legislative  Counsel  advises 
the  Comptroller  about  enforcement  matters  settled 
through  formal  administrative  proceedings  under  12 
USC  1818(b). 


Regulations  Analysis 

The  Regulations  Analysis  Division  identifies  laws,  reg¬ 
ulations,  policies,  and  supervisory  practices  which  are 
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burdensome,  obsolete,  or  inconsistent  with  other  re¬ 
quirements,  The  division  ensures  compliance  with  the 
regulatory  review  and  improvement  requirements  im¬ 
posed  on  agencies  by  the  Depository  Institutions  De¬ 
regulation  and  Monetary  Control  Act  of  1980,  the  Reg¬ 
ulatory  Flexibility  Act  of  1980,  and  Executive  Order 
12291  Responsibilities  include  developing  measures 
of  regulatory  costs  and  benefits,  offering  alternatives 
for  securing  regulatory  objectives,  and  representing 
the  OCC  before  Treasury  and  the  Office  of  Manage¬ 
ment  and  Budget  (OMB)  in  order  to  secure  approval 
for  regulatory  changes.  The  division  works  with  other 
divisions  within  the  Office  to  achieve  the  OCC  goals  of 
rationalizing  the  regulatory  framework  and  reducing 
the  overall  regulatory  burden.  In  addition,  the  division 
implements  the  requirements  of  the  Paperwork  Reduc¬ 


tion  Act  of  1 980  and  acts  as  liaison  to  OMB  in  regard  to 
paperwork  matters. 

Division  staff  recently  analyzed  the  statutory  frame¬ 
work  for  national  bank  regulations  and  supervision  and 
made  a  number  of  recommendations  for  statutory  re¬ 
form  to  the  Chief  Counsel.  Further,  the  division  is  repre¬ 
sented  on  each  of  the  15  working  groups  currently 
drafting  regulatory  and  supervisory  documents  to  im¬ 
plement  the  Garn-St  Germain  Act.  Staff  conducted 
extensive  studies  of  the  burden  on  banks  connected 
with  the  various  proposals  made  during  1982  to 
change  portions  of  the  call  report.  In  addition,  the 
division  prepared  the  semiannual  regulatory  agenda 
and  annual  report  to  Congress  required  by  the  regula¬ 
tory  reform  laws. 


External  Relations 


Communications 

The  Communications  Division  provides  information 
and  publications  services.  Information  services  in¬ 
clude  press  releases,  responses  to  press  inquiries, 
general  inquiries  relating  to  the  agency’s  mission  and 
requests  under  the  Freedom  of  Information  and  Pri¬ 
vacy  acts. 

The  Director  of  Communications  serves  as  liaison  be¬ 
tween  the  Comptroller  and  the  press.  News  releases 
are  issued  on  significant  OCC  actions  and  on  testi¬ 
mony  before  Congress  by  the  Comptroller  and  the 
OCC  staff. 

In  addition  to  producing  OCC  publications,  the  divi¬ 
sion  also  maintains  subscription  lists  for  the  Comp¬ 
troller’s  Manual  for  National  Banks,  various  examina¬ 
tion  handbooks  and  major  publications.  Approx¬ 
imately  4,000  new  requests  and  approximately  10,500 
renewals  were  processed  for  handbooks  and  other 
publications  in  1982  Subscription  lists  were  comput¬ 
erized  and  billing  procedures  consolidated  to  help 
speed  up  the  distribution  process. 

The  division  issues  and  maintains  banking  and  exam¬ 
ining  issuances,  interpretive  letters  and  administrative 
directives  In  addition,  the  division  processes  all  sub¬ 


missions  to  the  Federal  Register,  produces  the  Quar¬ 
terly  Journal  and  compiles  the  Daily  News  Digest. 

Under  authority  delegated  by  the  Comptroller,  the  divi¬ 
sion  is  responsible  for  making  initial  determinations  on 
requests  for  records  of  the  OCC  under  the  Freedom  of 
Information  Act  and  the  Privacy  Act  of  1974.  In  1982, 
1160  such  requests  were  processed. 

Community  and  Consumer  Affairs 

In  1 982,  the  Community  and  Consumer  Affairs  Division 
(formerly  the  Community  Development  Division)  was 
charged  with  identifying  and  analyzing  the  concerns 
of  bank  customers  about  the  nature,  timing,  and  im¬ 
pact  of  deregulation  in  the  financial  services  industry. 
To  meet  this  responsibility,  the  division  initiated  a  pilot 
information  system  to  enable  staff  to  recomze  the  im¬ 
pact  of  economic,  technological,  political,  and  social 
risks  on  the  financial  regulatory  structure,  the  financial 
services  system,  and  the  users  of  financial  services. 
Completion  of  the  pilot  system  is  expected  by  April 
1983. 

The  division  helped  plan  the  first  of  a  series  of  “Meet 
the  Comptroller’’  forums  sponsored  by  the  American 
Bankers  Association.  Approximately  200  national 
bank  chief  executive  officers  from  15  southeastern 
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states  and  the  District  of  Columbia  attended  the  meet¬ 
ing  to  discuss  deregulation  and  other  key  banking 
issues  with  the  Comptroller  and  the  Policy  Group 
members.  Additional  forums  are  scheduled  for  1983. 

In  the  spring  of  1982,  the  OCC  joined  the  Federal 
Reserve  Board  in  sponsoring  a  nationwide  survey  on 
consumer  financial  behavior  and  household  asset 
holdings.  Survey  results  will  help  regulators  assess 
consumer  response  to  changes  in  the  financial  indus¬ 
try  and  the  effectiveness  of  consumer  protection 
measures. 

In  addition,  the  division  became  part  of  the  agency’s 
Bank  Technology  and  Telecommunications  (BaTT) 
Task  Force  and  began  monitoring  consumer  financial 
services  resulting  from  new  EFT  technologies.  The  di¬ 
vision  director  was  assigned  to  the  BaTT  Steering 
Committee.  A  status  report  on  consumer  EFT  services, 
including  the  implications  for  consumers  in  terms  of 
security,  privacy  and  equity,  will  be  given  to  the  Policy 
Group  in  the  fall  of  1983. 

The  division  continued  to  expand  the  OCC's  Commu¬ 
nity  Development  Corporation  (CDC)  program.  Thir¬ 
teen  national  banks  in  10  states  have  created  or  in¬ 
vested  in  special  venture  capital  corporations  to 
provide  loans,  grants,  or  equity  capital  to  businesses 
and  residents  in  local  communities  experiencing  disin¬ 
vestment  In  1982,  technical  assistance  was  provided 
to  four  banks  that  created  de  novo  CDC  subsidiaries. 


Ongoing  assistance  also  was  provided  to  other  na¬ 
tional  bank  CDCs,  whose  activities  range  from  re¬ 
habilitating  low-  and  moderate-income  housing  to 
providing  equity  capital  to  small  businesses.  In  addi¬ 
tion,  the  divison  coordinated  a  key  study  of  the  Illinois 
Neighborhood  Development  Corporation,  a  unique 
bank  holding  company,  whose  mam  subsidiary  is 
South  Shore  Bank  of  Chicago.  Copies  of  the  report 
were  sent  to  over  800  bankers,  development  organiza¬ 
tions,  and  interested  individuals. 

The  division  concluded  an  ambitious  project  to  identify 
rural  community  banks  which  have  successfully  under¬ 
taken  economic  development  lending.  Excerpts  from 
project  case  studies  appeared  in  the  Report  of  the 
President's  Task  Force  on  Private  Sector  Initiatives,  and 
were  discussed  at  a  symposium  on  rural  credit  mar¬ 
kets  sponsored  by  the  Federal  Reserve  Bank  of  Chi¬ 
cago.  The  division  also  completed  extensive  research 
on  cooperative  housing  finance  which  resulted  in  an 
article  in  the  September  1982  issue  of  Mortgage 
Banker. 

Finally,  the  division  provided  staff  support  to  the 
Comptroller  in  his  capacity  as  a  statutory  member  of 
the  board  of  directors  of  the  Neighborhood  Reinvest¬ 
ment  Corporation  (NRC).  The  division  also  was  the 
agency’s  liaison  to  the  Department  of  Treasury's  Con¬ 
sumer  Affairs  Council  and  to  the  Interagency  Council 
on  Minority  Business  Enterprise. 
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Speeches  and  Congressional  Testimony 


Subject  Date  and  Speaker  Page 

Bank  Regulation:  The  October  1,  1982,  Doyle  L  Arnold,  Senior  Deputy  Comptroller  for  Policy 

Fundamental  Issues  and  Planning,  before  the  Georgetown  University  Bankers  Forum  37 

Looking  Ahead  to  1983  October  19,  1982,  C.T.  Conover,  Comptroller  of  the  Currency,  before  the 

American  Bankers  Association .  39 

The  Financial  Supermarket  October  21,  1982,  Doyle  L.  Arnold,  Senior  Deputy  Comptroller  for  Policy 

and  Planning,  before  the  Western  Savings  &  Loan  Conference .  42 

What  Should  Chief  Financial  November  12,  1982,  C.T  Conover,  Comptroller  of  the  Currency,  before  the 

Officers  Be  Concerned  About?  ABA  Chief  Financial  Officers  Seminar .  46 

What  Should  a  Bank  Holding  November  19,  1982,  C.T.  Conover,  Comptroller  of  the  Currency,  before  the 

Company  Be7  Association  of  Bank  Holding  Companies .  50 

CPAs  and  banks  in  a  Dereg-  December  2,  1982,  C.T  Conover,  Comptroller  of  the  Currency,  before  the 

ulated  Environment  American  Institute  of  Certified  Public  Accountants .  55 

Penn  Square  Bank,  N.A.  December  10,  1982,  C.T.  Conover.  Comptroller  of  the  Currency,  before  the 

Senate  Committee  on  Banking,  Housing  and  Urban  Affairs .  58 
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Remarks  by  Doyle  L.  Arnold,  Senior  Deputy  Comptroller  of  the  Currency  for 
Policy  and  Planning,  before  the  Georgetown  University  Bankers  Forum, 
Washington,  D.C.,  October  1,  1982 

“Bank  Regulation:  The  Fundamental  Issues” 


For  almost  50  years,  U.S.  banks  have  been  among  the 
most  regulated  entities  in  the  private  sector.  They  have 
been  saddled  with  regulations  that  prescribe  what 
products  and  services  they  can  offer,  how  much  they 
can  charge  for  them,  and  where  they  can  do  business. 
Moreover,  they  are  required  to  pay  fees  to  federal  and/ 
or  state  regulatory  agencies  for  the  privilege  of  doing 
business  and  having  teams  of  examiners  review  their 
operations  to  tell  them  what  they  are  doing  wrong. 

The  system  is  a  legacy  of  an  era  many  Americans 
today  no  longer  remember— an  era  when  bank  failures 
meant  near-total  losses  for  those  unlucky  enough  to 
have  deposits  in  the  failed  institutions. 

Most  Americans  don't  remember  that  era  because  the 
bank  regulation  system  has  worked  pretty  well  over  the 
past  50  years.  In  a  generally  stable,  robust  economy, 
few  banks  get  into  serious  difficulty.  For  the  most  part, 
when  problems  do  occur,  deposit  insurance  makes 
the  line  around  the  block  a  thing  of  the  past,  giving 
regulators  time  to  work  with  management  to  correct 
those  problems.  In  the  relatively  few  instances  when, 
despite  the  best  efforts  of  the  regulators,  banks  still 
manage  to  become  insolvent,  the  failed  banks  are 
generally  merged  with  healthy  institutions.  If  a  bank  is 
closed  on  a  Friday,  as  is  generally  the  case,  the  regula¬ 
tors  work  over  the  weekend  to  ensure  that  it  opens  on 
Monday  under  a  new  name.  This,  in  effect,  has  created 
a  system  of  100  percent  deposit  insurance.  As  far  as 
depositors  are  concerned,  it  has  made  little  difference 
whether  their  deposits  are  insured  or  not.  All  were 
made  whole. 

But  the  failure  of  Penn  Square  Bank  in  Oklahoma  City 
on  July  5  has  changed  all  that.  Because  of  a  large 
amount  of  contingent  liabilities,  the  FDIC  could  not 
arrange  a  merger.  No  acquiring  bank  would  have  been 
willing  to  assume  those  liabilities  without  in  effect  get¬ 
ting  a  “blank  check”  from  the  FDIC  to  cover  the  con¬ 
tingencies.  And  the  FDIC  could  not  provide  such 
open-ended  assistance  because  of  the  unknown  cost 

In  addition,  a  number  of  depositors,  including  other 
financial  institutions,  had  deposits  in  Penn  Square  well 
in  excess  of  the  $100,000  insurance  ceiling.  For  the 
first  time  since  the  1930's,  large  numbers  of  such 
depositors  stand  to  lose  significant  amounts  of  money. 
In  the  eyes  of  many,  it  is  not  just  the  bank  that  has 
failed.  Some  have  called  the  system  of  bank  regulation 


itself  into  question.  Did  the  system  fail7  What  went 
wrong7 

These  are  questions  that  both  Congress  and  the  reg¬ 
ulators  are  giving  a  great  deal  of  attention.  By  now, 
most  of  the  facts  are  well  known.  Penn  Square  had 
experienced  unprecedented  growth  in  its  loans,  most 
of  them  to  energy-related  businesses.  Because  of 
poor-quality  assets  and  other  concerns,  the  Comp¬ 
troller’s  Office  put  Penn  Square  on  its  special  super¬ 
visory  list  in  early  1980.  Over  the  next  2  years,  the  bank 
was  examined  four  times  and  put  under  an  enforce¬ 
ment  agreement.  Even  so,  on  July  5  the  bank  was 
declared  insolvent  when  an  examination  revealed  that 
loan  losses  had  wiped  out  capital. 

The  Comptroller's  Office  is  attempting  to  learn  exactly 
how  this  bank  accumulated  such  massive  loan  losses 
when  it  was  under  increased  supervisory  scrutiny.  We 
are  taking  a  close  look  at  both  the  frequency  and 
scope  of  our  examinations  of  banks  with  problems.  We 
are  anxious  to  learn  from  the  Penn  Square  experience 
and  to  make  any  changes  that  are  warranted  in  our 
approach  to  bank  supervision. 

In  the  meantime,  however,  we  are  concerned  about  the 
general  thrust  of  reactions  to  Penn  Square.  Two  reac¬ 
tions  seem  to  be  prevalent:  the  regulators  must  have 
done  something  wrong,  and  more  regulation  must  be 
needed  to  prevent  such  failures. 

In  my  opinion,  both  questions  fall  far  short  of  the  funda¬ 
mental  issue  raised  by  Penn  Square.  Both  presuppose 
that  all  failures  can  and  should  be  prevented.  That 
presumption  itself  is  what  needs  to  be  debated.  I 
believe  it  to  be  wrong. 

For  some  time,  a  number  of  factors  have  been  working 
to  increase  the  risk  of  failure  for  financial  institutions. 
Those  factors  include  a  long  period  of  high  interest 
rates  and  a  weakened  economy,  new  technology  that 
has  made  new  financial  services  possible,  and  com¬ 
petitive  innovation  both  from  nonregulated  financial 
service  providers  and  within  an  increasingly  deregu¬ 
lated  banking  industry.  These  factors  have  already 
resulted  in  a  rate  of  bank  failures  not  experienced 
since  1940.  Further,  some  of  these  pressures  are  not 
short-term.  Therefore,  it  is  possible — and  perhaps 
probable — that  we  will  experience  a  lengthy  period  of 
bank  failure  rates  higher  than  the  post-war  average 
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We  cannot  conduct  a  detailed  postmortem  on  each  of 
these  failures  after  they  occur;  that  would  be  too  ex¬ 
pensive  and  of  limited  use  The  important  thing  is  to 
begin  debating  now  the  level  of  risk  that  we  will  tolerate 
in  our  financial  system,  who  is  to  bear  what  share  of 
those  risks,  and  what  type  of  regulatory  framework  we 
need. 

In  particular,  I  hope  that  the  failure  of  Penn  Square  will 
prompt  discussion  of  several  specific  questions: 

•  Is  it  possible  to  reduce  regulation  of  bank  as¬ 
sets  and  liabilities,  as  the  banks  are  now  de¬ 
manding,  and  to  strengthen  bank  supervision 
at  the  same  time;  or  are  these  two  thrusts  inher¬ 
ently  contradictory? 

•  Does  our  system  of  deposit  insurance  make 
sense9  Should  all  deposits  be  100  percent  in¬ 
sured.  or  should  the  limit  on  deposit  coverage 
at  least  be  raised  well  above  its  present 
$100,000  ceiling9  On  the  other  hand,  is  it  time 
to  scale  back  deposit  insurance9  Should  de¬ 
posit  insurance  premiums  be  risk-related9  Is  it 
feasible  to  do  so? 

•  Do  we  need  greater  public  disclosure  of  infor¬ 
mation  on  the  composition  of  assets  and  lia¬ 
bilities  of  individual  banks  as  they  are  deregu¬ 
lated9 

•  Can  and  should  any  bank  be  immune  from 
failure9 

I  do  not  pretend  to  have  a  final  answer  to  these  ques¬ 
tions,  but  I  do  have  some  observations  to  offer. 

Assets  and  liabilities  must  be  further  deregulated  if 
depository  institutions  are  to  compete  successfully 
against  nonregulated  competitors.  Not  to  deregulate  is 
simply  not  an  option.  Even  if  we  do  not  consciously 
pursue  a  course  of  deregulation,  we  will  find  that  our 
financial  services  industry  becomes  deregulated  any¬ 
way.  Nonregulated  providers  will  simply  gradually — or 
rapidly — supplant  traditional  depository  institutions  in 
the  marketplace.  This  means  that  banks  will  be  given 
the  ability,  and  even  encouraged,  to  be  different  from 
one  another — to  offer  different  services,  to  buy  and 
sell  funds  at  different  rates,  and  to  take  on  different 
risks  Yet  our  system  of  bank  supervision  and  deposit 
insurance  has  in  effect  come  to  assure  the  public  that 
all  banks  are  pretty  much  alike — by  law  and  by  regula¬ 
tion  all  offering  the  same  narrow  range  of  services, 
paying  the  same  rates  on  deposits,  and  most  impor¬ 
tantly.  having  the  same  risk  of  failure:  almost  none. 

With  increasing  freedom  to  pursue  different  activities, 
the  banking  system  will  no  longer  look  as  homoge¬ 
neous  Banks  will  be  more  responsive  to  market  needs 


and  more  adaptable  to  market  changes  Although  this 
will  increase  the  stability  of  the  banking  system,  it  will 
also  increase  the  riskiness  of  individual  institutions. 
This  is  not  contradictory;  in  fact,  viability  of  the  finan¬ 
cial  system  in  a  less  stable  environment  depends  on 
the  willingness  of  the  individual  players  to  take  and 
bear  risks. 

Undoubtedly,  we  will  hear  increasing  calls  from  some 
to  increase  supervision  in  order  to  limit  this  risk.  Yet 
that  would  be  in  direct  conflict  with  efforts  to  move 
toward  a  more  responsive  and  viable  financial  system. 
We  cannot  shift  some  of  the  discipline  of  the  banking 
system  to  the  marketplace  without  shifting  some  of  the 
risk-bearing  as  well. 

This  raises  a  fundamental  question:  can  depository 
institutions  expect  to  gain  full  competitive  equality  with 
nonbanks,  and  still  maintain  and  expand  their  monop¬ 
oly  right  to  create  government-guaranteed  debt,  that 
is,  insured  deposits?  It's  hard  to  answer  that  question 
affirmatively.  If  banks  and  thrifts  want  to  gain  unlimited 
freedom  to  price  their  liabilities  and  to  greatly  expand 
their  asset  powers,  it  would  seem  that  they  should  be 
prepared  to  do  so  without  a  corresponding  extension 
of  government  deposit  insurance. 

Limiting  government  deposit  insurance  may  not  be 
easy,  however.  Today's  computer  technology  easily 
makes  it  possible  to  spread  even  large  sums  into 
$100,000  insured  deposits  in  a  number  of  different 
institutions.  Indeed,  just  such  a  service  was  recently 
announced  Therefore,  if  we  are  to  effectively  limit  in¬ 
surance  coverage,  we  may  have  to  consider  strictly 
limiting  coverage  to  certain  types  of  accounts,  as  well 
as  limiting  amounts  of  coverage.  Perhaps,  for  example, 
no  account  without  a  rate  ceiling  should  be  insured,  or 
perhaps  insurance  should  be  limited  to  demand  ac¬ 
counts.  And  to  further  assure  that  government-guaran¬ 
teed  debt  is  not  funding  increased  levels  of  risk,  the 
power  to  engage  in  most  new  risk  activities  should  be 
exercised  in  holding  company  affiliates  rather  than  in 
the  bank  or  its  subsidiaries. 

Additionally,  in  order  to  further  assure  that  those  who 
take  risks  bear  the  potential  costs  as  well  as  reap  the 
rewards,  it  would  seem  to  be  time  to  fully  consider  risk- 
related  deposit  insurance  premiums,  and  perhaps 
even  a  mixture  of  public  and  private  insurance.  Gov¬ 
ernment  insurance  premiums  that  are  risk-related  may 
be  a  political  and  practical  impossibility,  but  perhaps 
an  optional  private  coverage  in  excess  of  a  govern¬ 
ment  base  could  be  risk-rated. 

Some  are  not  troubled  by  these  difficulties  of  effec¬ 
tively  limiting  insurance  coverage;  they  call  instead  for 
100  percent  deposit  insurance — let  the  government 
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assume  all  the  risk  that  the  regulators  cannot  elimi¬ 
nate.  The  OCC  has  already  received  letters  calling  for 
the  $100,000  limit  to  be  at  least  doubled.  Paradox¬ 
ically,  far  from  reducing  the  level  of  risk  in  our  financial 
system,  such  a  course  would  tend  to  steadily  increase 
risks  by  allowing  investors  to  chase  higher  yields  while 
taking  no  heed  of  underlying  problems,  secure  in  the 
knowledge  that  the  government  would  make  good  any 
losses. 

Deregulation  will  succeed  only  if  the  market  correctly 
perceives  that  deposits  above  some  minimum  level  are 
not  and  will  not  be  fully  insured — regardless  of  the 
type  or  size  of  institution  holding  those  deposits.  Cus¬ 
tomers  of  financial  institutions  must  base  their  actions 
on  their  assessment  of  both  potential  reward  and  loss 
in  any  particular  institution.  That  assessment  disci¬ 
plines  poor  bank  management  and  rewards  good  per¬ 
formance.  It  acts  to  restrict  the  level  of  risk  in  the 
financial  system  as  a  whole. 

If  we  are  to  place  this  greater  reliance  on  the  discipline 
of  the  marketplace,  the  public  must  be  given  more 
information  on  which  to  base  its  assessments.  To  that 
end  we  and  the  other  bank  regulators  will  begin  next 
year  to  reguire  greater  public  disclosure  of  problem 
loans.  And  it  may  be  that  even  more  disclosure  of  both 
asset  and  liability  information  is  warranted. 

Finally,  we  must  somehow  convince  the  public  that  it 
cannot  escape  risk  of  loss  by  placing  funds  only  in  the 
largest  banks  in  the  country,  in  the  belief  that  the 
government  could  not  possibly  let  such  banks  “fail.”  If 


such  a  belief  existed,  it  could  place  smaller  banks  at  a 
competitive  disadvantage  and  promote  the  concentra¬ 
tion  of  financial  assets  in  a  few  institutions.  This  also 
would  tend  to  shift  the  ultimate  responsibility  for  risk  of 
loss  to  the  government.  Therefore,  it  is  time  to  debate 
the  wisdom  of  a  mechanism  whereby  even  a  very  large 
bank  could  be  merged,  shrunk,  or  otherwise  made  to 
reflect  management  errors,  without  the  FDIC  providing 
sufficient  assistance  in  the  transaction  to  make  unin¬ 
sured  depositors  100  percent  whole. 

Some  will  argue  that  such  changes  in  regulatory  ap¬ 
proach  would  be  destabilizing — that  greater  public 
disclosure,  for  example,  would  ensure  that  a  problem 
bank  becomes  a  failed  bank  by  causing  a  run.  This 
need  not  be  the  case.  In  fact,  I  believe  stability  would 
be  increased,  because  that  greater  disclosure  would 
tend  to  make  bank  management  more  reluctant  to 
fund  aggressive  growth  strategies  with  brokered  short¬ 
term  liabilities.  It  would  also  make  depositors  more 
reluctant  to  chase  high  rates  from  institutions  about 
which  they  have  little  knowledge. 

No  one  thinks  that  bank  failures  are  a  good  thing,  least 
of  all  the  bank  regulators.  We  make  every  effort  to 
prevent  them.  But  what  the  public  should  care  about  is 
the  stability  of  the  financial  system.  That  stability  de¬ 
pends  on  the  responsiveness  of  institutions  to 
changes  in  the  marketplace  and,  thus,  reguires  the 
failure  of  individual  institutions  that  prove  unresponsive 
to  market  changes.  In  a  free  society,  the  possibility  of 
failure  is  the  price  we  must  pay  for  the  possibility  of 
success. 


Speech  by  C.  T.  Conover,  Comptroller  of  the  Currency,  before  the  American 
Bankers  Association,  Atlanta,  Ga.,  October  19,  1982 


“Looking  Ahead  to  1983” 

No  one  would  argue  that  the  past  year  has  not  been  an 
eventful  one  for  banks  and  bank  regulators.  In  fact, 
between  Penn  Sguare  and  international  loans,  banking 
pretty  well  dominated  the  news  headlines  from  July 
through  September. 

After  this  kind  of  attention,  there  is  a  strong  urge  to  try 
to  put  these  events  into  some  kind  of  perspective. 
Unfortunately,  there  may  not  be  time  to  do  that.  Events 
are  occurring  so  rapidly  in  the  financial  services  indus¬ 
try  that  we  may  need  to  postpone  what  may  be  a 
valuable  review  of  this  past  year.  Instead,  I  would  like  to 
direct  your  attention  to  what  lies  ahead  for  1983. 


I  want  to  discuss  the  topic  by  focusing  on  four  ques¬ 
tions.  What  will  conditions  in  1983  look  like  for  banks7 
What  opportunities  lie  ahead  for  greater  deregulation7 
What  will  the  OCC  be  doing  in  19837  And  finally,  what 
should  banks  be  doing  in  the  year  ahead? 

What  1983  Is  Likely  to  Look  Like 

Let  me  begin  with  what  I  perceive  to  be  the  situation 
facing  banks  in  the  coming  year.  It’s  no  secret  that  the 
industry  is  confronted  with  some  serious  problems 
Chief  among  these  is  the  continuing  problem  of  loan 
quality.  Much  of  the  decline  in  loan  quality  is  the  result 
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of  problems  in  the  economy.  We  have  been  in  a  world¬ 
wide  recession,  made  even  worse  by  long-term  infla¬ 
tion  and  high  interest  rates.  Now,  inflation  and  interest 
rates  have  dropped  sharply,  but  considerable  damage 
has  been  done. 

Major  companies,  both  domestic  and  international, 
have  either  declared  bankruptcy  or  are  in  need  of 
major  help.  International  lending  is  a  gray  cloud  hang¬ 
ing  over  U.S.  banks.  Total  U  S.  bank  exposure  to  over¬ 
seas  borrowers  is  $320  billion.  Here  at  home,  many 
small  companies  have  been  pushed  to  the  wall.  Do¬ 
mestic  bankruptcies  are  up.  And  a  number  of  major 
industries  are  having  severe  problems,  including  en¬ 
ergy,  housing,  automobiles,  steel,  and  agriculture. 

The  decline  in  inflation  and  interest  rates  will  do  much 
to  begin  pulling  the  American  economy  out  of  the 
recession.  Unfortunately,  problems  in  banking  have 
historically  tended  to  lag  behind  problems  in  the  econ¬ 
omy.  If  that  pattern  holds  true,  it  means  that  the  most 
serious  problems  in  bank  loans  lie  ahead  in  1983. 
And,  in  fact,  we  are  already  seeing  a  sharp  increase  in 
the  volume  of  classified  assets. 

Banks  also  face  the  challenge  of  an  increasingly  com¬ 
petitive  environment.  As  banks  and  thrifts  begin  to  use 
the  new  competitive  instrument  to  recapture  lost  de¬ 
posits  from  money  market  funds,  the  money  market 
funds  will  fight  back.  And  they  are  likely  to  develop 
new  ways  to  compete. 

Banks  face  an  even  stronger  competitive  threat  from 
thrift  institutions.  Thanks  to  the  Garn-St  Germain  bill, 
S&Ls  will  be  able  to  compete  directly  with  banks.  They 
can  offer  commercial  loans.  They  can  provide  financ¬ 
ing  for  non-residential  real  estate.  They  can  offer  con¬ 
sumer  loans.  And  they  can  offer  leasing  services. 

That  same  legislation  also  puts  banks  in  a  somewhat 
better  position  to  compete — but  it  clearly  does  not  go 
far  enough.  It  requires  DIDC  to  provide  you  with  the 
instrument  I’ve  already  mentioned  to  compete  against 
money  market  funds.  It  also  increases  lending  limits 
and  reduces  borrowing  restrictions  for  national  banks. 
And  it  confirms  that  due-on-sale  clauses  are  enforce¬ 
able. 

Unfortunately,  the  thrifts  are  not  your  real  competition. 
Neither  are  the  money  market  funds,  by  themselves. 
Your  real  competition  comes  from  the  integrated  pro¬ 
viders  of  financial  services — Merrill  Lynch,  American 
Express,  Prudential,  and  Sears.  They  are  deregulated; 
you  are  not. 

Need  for  Greater  Deregulation 

Clearly,  we  have  to  get  on  with  the  task  of  greater 
deregulation  for  banks  in  particular  and  depository 


institutions  in  general.  We  need  legislation  to  break 
down  the  barriers  that  restrict  banks’  ability  to  com¬ 
pete. 

We  need  to  expand  banking  powers.  Precisely  how  we 
do  that  is  not  clear.  It  may  be  that  holding  companies 
will  provide  the  means  through  which  banks  can  offer 
a  wide  range  of  financial  services  Whatever  the  final 
outcome,  however,  it’s  clear  that  banks  need  the  au¬ 
thority  to  offer  additional  services  in  the  near  future. 
Those  services  include  securities,  insurance  and  real 
estate. 

At  a  minimum,  expanded  banking  powers  should 
cover  underwriting  and  distributing  mutual  funds.  They 
should  also  include  underwriting  revenue  bonds.  But 
beyond  that,  we  ought  to  undertake  a  thorough  review 
of  the  Glass-Steagall  Act  to  determine  what  other  se¬ 
curities  activities  are  appropriate  for  banks.  And  our 
attitude  as  we  begin  this  task  should  be  to  permit 
rather  than  prohibit  as  many  activities  as  possible. 

Expanded  banking  authority  should  include  the  ability 
to  underwrite  and  sell  life  and  property-casualty  insur¬ 
ance.  The  insurance  industry  today  is  saddled  with 
outdated  products  and  an  expensive  delivery  system. 
Increased  competition  from  banks  would  stimulate  the 
development  of  new  products  and  more  efficient  deliv¬ 
ery  mechanisms,  both  of  which  would  provide  signifi¬ 
cant  benefits  to  the  public. 

Finally,  I  believe  expanded  banking  powers  could  well 
include  the  authority  to  provide  certain  real  estate  serv¬ 
ices,  such  as  brokerage  and  real  estate  development 
within  some  kind  of  prudent  limits.  Ownership  of  real 
estate  may  also  be  possible,  given  a  means  to  deal 
with  potential  conflicts  of  interest. 

We  also  need  to  eliminate  the  geographic  barriers 
contained  in  the  McFadden  Act  and  the  Douglas 
Amendment  to  the  Bank  Holding  Company  Act.  There 
are  two  obvious  reasons  for  doing  so.  First,  banks’ 
competitors  are  not  subject  to  these  geographic  re¬ 
strictions,  a  fact  that  puts  banks  at  a  distinct  competi¬ 
tive  disadvantage.  Second,  the  public  would  benefit 
from  a  banking  system  that  can  compete  directly  with 
the  nationwide  system  of  financial  services  provided 
by  nonbanks,  such  as  Merrill  Lynch  and  Sears. 

It  may  be  politically  difficult  to  eliminate  these  geo¬ 
graphic  restrictions  all  at  once,  however.  Some  of  you 
may  not  feel  we  should  attempt  to  do  so.  Even  then, 
there  are  some  interim  steps  that  could  be  taken.  We 
could  begin  by  repealing  the  Douglas  Amendment, 
thereby  permitting  the  creation  of  interstate  multi-bank 
holding  companies.  Or  it  may  be  possible  to  define 
regions  within  which  interstate  banking  would  be  al- 


40 


lowed.  Whatever  action  is  taken,  banks  should  support 
it.  They  are  the  only  ones  now  restricted  by  geographic 
barriers. 

All  of  us  need  to  work  closely  together  in  1983  to 
develop  a  legislative  program  that  addresses  the  need 
for  these  changes.  That  includes  Congress,  the  Ad¬ 
ministration,  the  regulators,  and  you,  the  banking  in¬ 
dustry.  The  effort  will  not  work  without  everybody’s 
cooperation. 

What  OCC  Will  Be  Doing  in  1983 

Within  the  Comptroller’s  Office,  we  will  be  working  on 
deregulation  on  two  fronts.  Part  of  our  attention  will  be 
focused  on  needed  legislative  changes.  But  we  will 
also  be  taking  actions  within  the  OCC  that  do  not 
require  any  statutory  changes. 

We  will  continue  working  on  streamlining  our  corporate 
applications  procedures,  which  include  applications 
for  charters,  mergers,  branches,  and  so  forth.  A  com¬ 
prehensive  review  of  all  these  procedures  is  already 
well  underway.  We  expect  to  complete  that  review  by 
the  end  of  the  year,  and  the  changes  that  grow  out  of  it 
should  be  implemented  in  1983. 

We  will  also  continue  our  aggressive  policy  on  corpo¬ 
rate  applications.  Very  simply,  if  a  bank  can  make  a 
strong  case  that  a  proposed  activity  is  legal,  our  in¬ 
clination  is  to  approve  it.  We  followed  that  policy  this 
past  year  in  approving  Futures  Commission  Merchant 
subsidiaries  for  two  banks  and  discount  brokerage 
subsidiaries  for  two  others. 

Our  approach  has  not  gone  unnoticed  outside  the 
banking  industry.  You  may  be  interested  to  know  that 
we  have  just  accepted  an  application  from  Dreyfus  to 
charter  a  national  bank.  It  will  be  processed  quickly 
and  thoroughly.  It’s  ironic  that  this  application  was  filed 
only  days  after  we  were  sued  by  the  Securities  Indus¬ 
try  Association  for  approving  discount  brokerage  sub¬ 
sidiaries  for  banks. 

The  Comptroller’s  Office  will  also  continue  to  review  the 
examination  process.  Our  goal  is  more  off-site  monitor¬ 
ing  and  less  full-scale,  on-site  examination  of  smaller, 
well-managed  banks.  And  we  will  continue  focusing 
more  of  our  resources  on  those  institutions  that  pose 
the  greatest  risk  to  the  banking  system.  Like  everyone 
else,  we  want  to  use  our  limited  resources  where  they 
will  do  the  most  good. 

What  Banks  Should  Be  Doing  in  1983 

Banks  in  1983  will  face  both  short-term  and  long-term 
challenges.  Over  the  short  term,  they  must  find  ways  to 


reduce  the  pressure  on  earnings.  And  for  the  longer 
term,  banks  will  need  to  develop  strategic  plans 

The  earnings  squeeze  that  will  be  felt  in  1983  will  be 
largely  the  result  of  higher  loan  charge-offs  and  in¬ 
creased  provisions  for  loan  losses.  It  will  be  made 
worse  by  deposit  interest  rate  deregulation.  Deregula¬ 
tion  will  tend  to  increase  the  cost  of  funds  for  many 
banks,  as  some  depositors  switch  from  low-cost  pass¬ 
book  accounts  to  the  new  competitive  instrument.  That 
will  tend  to  squeeze  interest  rate  margins,  and  for  that 
reason,  banks  must  do  everything  they  can  to  keep 
interest  spreads  as  high  as  possible. 

They  must  also  find  ways  to  increase  fee  income  as  a 
means  of  offsetting  the  loss  of  earnings  from  a  narrow¬ 
ing  interest  rate  spread.  Banks  may  want  to  reprice 
existing  services.  And  they  may  choose  to  develop 
new  services  and  products  and  price  them  appropri¬ 
ately. 

At  the  same  time,  they  must  make  every  effort  to  bring 
down  their  operating  costs.  Many  nonbank  competi¬ 
tors  have  operating  costs  significantly  below  those  of 
banks.  If  banks  are  to  compete  successfully,  they  must 
find  some  way  to  bring  their  own  costs  down. 

For  the  long  term,  banks  face  an  even  more  difficult 
task.  Each  must  develop  a  strategic  plan.  Banks  have 
always  been  involved  in  planning,  regardless  of 
whether  they  had  a  formal  planning  process.  But  now, 
with  deregulation,  even  the  smallest  banks  will  need  to 
make  planning  an  important  part  of  their  operations. 
The  reason  is  simple:  deregulation  means  that  banks 
will  be  able  to  choose  which  markets  they  want  to 
serve  and  how  they  want  to  serve  them.  I'm  delighted 
to  see  that  one  of  the  sessions  on  your  program  deals 
with  "finding  your  winning  niche.” 

Banks  will  have  to  target  their  customers.  They  may 
decide  they  want  to  serve  a  particular  segment  of  the 
market,  for  example,  or  a  particular  geographic  area 

Banks  will  also  have  to  identify  the  products  and  serv¬ 
ices  they  want  to  offer.  That  means  reviewing  existing 
products  to  eliminate  those  that  do  not  fit  in  with  the 
strategic  plan  It  also  means  developing  new  services 
to  meet  the  needs  of  whatever  market  it  chooses  to 
serve. 

Basically,  the  strategic  plan  should  help  a  bank  decide 
how  it  wants  to  distinguish  itself  from  the  crowd  It 
should  capitalize  on  existing  strengths  and  spell  out 
clearly  what  the  bank  intends  to  offer,  who  will  be 
served,  and  how  those  services  will  be  priced  The 
decisions  made  in  the  planning  effort  are  likely  to 
determine  how  well  a  bank  succeeds  in  the  deregu¬ 
lated  environment. 
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Conclusion 

In  looking  ahead  to  1983,  some  faint-hearted  souls 
might  say  that  the  prospect  is  more  than  a  little  fright¬ 
ening.  I  choose  to  think  of  it  as  a  year  of  opportunity.  It 
is  likely  to  bring  with  it  a  difficult  environment  for  banks. 
There  will  be  another  legislative  push  for  further  de¬ 
regulation.  We  as  regulators  will  continue  the  task  of 


reducing  the  regulatory  burden.  And  you  as  bankers 
must  find  ways  to  reduce  the  pressure  on  your  earn¬ 
ings,  while  at  the  same  time  planning  for  a  future  under 
further  deregulation. 

It  will  not  be  an  easy  year,  but  I  have  no  doubt  that  we 
can  meet  the  challenge. 


Remarks  by  Doyle  L.  Arnold,  Senior  Deputy  Comptroller  of  the  Currency  for 
Policy  and  Planning,  before  the  Western  Savings  &  Loan  Conference,  Monterey, 
Calif.,  October  21,  1982 


“The  Financial  Supermarket” 

As  someone  involved  in  the  world  of  banking,  let  me 
be  among  the  first  to  welcome  all  you  newly  em¬ 
powered  loan  officers  into  the  wonderful  world  of  com¬ 
mercial  banking.  Some  15,000  eager,  but  friendly, 
banking  competitors  are  out  there  waiting  with  open 
arms  to  welcome  you  into  your  brave  new  era  of  com¬ 
mercial  lending,  inventory  financing  and  leasing. 

The  Competition 

Let  me  begin  by  introducing  you  to  a  few  of  your 
perhaps  less  friendly  and  less  well-known  competi¬ 
tors.  First,  consider  the  holding  company  that  owns  a 
savings  and  loan  in  Redding,  California,  a  national 
bank  in  New  Hampshire,  and  a  life  insurance  company 
in  Arkansas.  It  offers  stock  and  bond  brokerage  serv¬ 
ices  through  an  arrangement  with  a  nationwide  dis¬ 
count  broker. 

This  company  is  striving  toward  a  corporate  goal  of 
offering  a  full  range  of  consumer  financial  services, 
nationwide,  through  the  mail  and  via  the  telephone. 
Those  services  will  include  taking  deposits  (checking 
and  savings),  making  all  types  of  retail  loans,  under¬ 
writing  and  marketing  life  insurance,  and  of  course 
brokerage  activities. 

What  happened  to  restrictions  on  interstate  banking? 
Glass-Steagall?  Prohibitions  against  banks  offering  in¬ 
surance7  The  separation  of  banking  and  commerce? 
They  don’t  apply  here;  this  operation  is  perfectly  legal. 
And,  oh  yes,  its  name  is  Parker  Pen. 

How  about  an  introduction  to  another  competitor?  This 
one  has  almost  $10  billion  in  assets,  but  absolutely  no 
deposits  It  has  some  300  branches  nationwide,  each 
staffed  with  specialists  in  basic  industries.  The  firm  is 
involved  in  real  estate  loans,  second  mortgages,  the 
financing  of  commercial  real  estate,  mortgage  insur¬ 


ance,  leveraged  leasing,  commercial  lending  and 
commercial  paper.  One  Wall  Street  analyst  says  he 
can’t  think  of  a  loan  this  company  would  refuse  if  it 
made  economic  sense. 

Its  chief  problem  is  name  recognition.  You  see,  most 
people  don't  realize  that,  in  addition  to  making  “good 
things  for  good  living,”  General  Electric  also  makes 
loans.  And  GECC  only  focuses  on  the  most  profitable 
commercial  loans,  because  it  doesn't  have  to  worry 
about  maintaining  a  deposit  relationship;  it  purchases 
its  money. 

Let's  review  just  one  more  competitor.  This  one  has 
over  2,000  branches  nationwide.  It  owns  an  S&L,  a 
major  stockbroker/underwriter,  a  private  mortgage 
company,  and  a  real  estate  broker;  it  operates  a 
money  market  fund,  makes  consumer  loans  nation¬ 
wide,  and  owns  numerous  life  and  property-casualty 
insurance  companies. 

There  isn't  a  single  consumer  or  corporate  financial 
service  that  I  can  think  of  that  this  firm  couldn't  offer  its 
customers  nationwide,  including  commercial  lending. 

I  think  it  even  owns  a  small  bank,  although  if  it  doesn’t  I 
can't  think  of  any  law  that  would  prevent  it  from  owning 
one  or  even  several,  if  it  were  careful  about  a  few  legal 
details. 

And  one  more  thing.  This  firm  is  also  the  nation's 
largest  retailer.  Its  name,  of  course  is  Sears.  This  oper¬ 
ation  makes  the  bank  charter  that  the  Comptroller  of 
the  Currency  recently  granted  to  the  McMahan  Furni¬ 
ture  Company  here  in  California  pale  into  insignifi¬ 
cance. 

Well,  those  are  some  of  your  competitors,  both  in  your 
old  businesses  and  in  the  new  ones  you’re  about  to 
enter.  There  are,  of  course,  many  others.  We  haven't 
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even  mentioned  such  new  household  names  as  Merrill 
Lynch,  Shearson/American  Express,  or  Bache/Pru- 
dential.  And  these  are  just  your  nonbank  competitors. 

We  could  go  on  to  look  at  banks.  Citicorp,  for  example, 
now  has  added  a  savings  and  loan  to  its  old  busi¬ 
nesses:  commercial  and  consumer  lending  nation¬ 
wide,  check  cashing,  deposit  taking,  municipal  bond 
underwriting,  offering  insurance  through  the  mail,  cor¬ 
porate  financial  planning,  international  finance,  to 
name  only  a  few  of  its  activities. 

I  think  by  now  that  you  get  my  point.  Actually,  I  have  a 
couple  of  points  that  I  would  like  to  make  through  this 
little  tour  of  your  competition,  and  then  I  would  like  to 
go  on  and  look  at  some  of  the  policy  implications  of 
what  is  going  on  in  our  rapidly  evolving  financial  mar¬ 
kets. 

My  first  point  is  not  just  that  the  nationwide  financial 
supermarket  is  coming.  That  supermarket  is  here — 
today.  In  fact  it  is  literally  here:  Kroger  supermarkets 
now  sells  life  insurance  and  other  consumer  financial 
services,  money  market  and  other  mutual  funds,  in  a 
few  of  its  stores.  There  are  no  legal  or  technological 
barriers  that  prevent  anyone  truly  determined  from  of¬ 
fering  any  package  of  financial  services  to  any  target 
customer  group  anywhere  in  the  country.  I  hope  that 
my  few  examples  of  what  exists  today  have  convinced 
you  of  that. 

And  it's  here  in  more  subtle  ways  as  well.  For  example, 
the  DIDC  recently  allowed  any  registered  broker  to 
broker  insured  deposits.  This  means,  for  example,  that 
Merrill  Lynch  could  actively  solicit  deposits  in  Mon¬ 
tana,  on  behalf  of,  say,  Citicorp,  Texas  Commerce 
Bank  and  First  Nationwide  Savings.  Nationwide  de¬ 
posit-taking  may  soon  be  a  routine  matter.  When  this 
capability  is  combined  with  Edge  Act  Corporations 
and  Loan  Production  Offices,  the  barriers  to  interstate 
banking  begin  to  look  pretty  porous. 

Furthermore,  I  don’t  believe  that  rolling  back  the 
clock — erecting  new  legal  barriers  and  unraveling  the 
existing  financial  supermarket — is  a  viable  option.  For 
one  thing,  the  loopholes,  if  you  wish  to  call  them  that, 
probably  are  too  numerous  to  try  to  plug  all  of  them:  in 
fact,  the  recently  enacted  Garn-St  Germain  Act  cre¬ 
ated  several  new  and  potentially  powerful  ones. 

For  another,  even  if  loopholes  were  plugged,  a  number 
of  existing  integrated  institutions  would  now  probably 
have  to  be  grandfathered.  These  would  then  gain  a 
permanent  advantage  over  less  favorably  situated 
competitors. 

Over  time,  of  course,  the  number  of  such  institutions 
continues  to  grow  rapidly.  Let  me  give  you  an  idea  of 


just  how  thoroughly  and  aggressively  the  loopholes  are 
being  sought  out  and  tested.  You  are  probably  aware 
that  the  OCC  recently  approved  applications  by  Se¬ 
curity  Pacific  Bank  here  in  California  to  form  a  discount 
brokerage  subsidiary,  and  by  Union  Planters  Bank  in 
Memphis  to  acguire  one.  You  may  also  know  that  the 
Securities  Industry  Association  has  filed  suit  to  have 
both  decisions  overturned.  You  probably  also  know 
that  banks  failed  to  get  mutual  fund  powers  in  the 
Garn-St  Germain  bill.  What  you  probably  don't  know  is 
that  one  of  the  most  well-known  mutual  fund  underwrit¬ 
ers  and  marketers,  Dreyfus,  recently  bought  a  state 
bank  in  New  Jersey  and  has  recently  applied  to  our 
office  for  a  national  bank  charter.  Both  may  in  fact  be 
legal  The  walls  are  indeed  being  assaulted. 

And,  finally,  there  now  is  a  large  voting  public  that  fully 
understands  the  advantages  of  the  financial  super¬ 
market.  Merrill  Lynch  alone  has  nearly  a  million  CMA 
customers  who  could  generate  letters  to  Congress  if  it 
ever  became  necessary  to  mobilize  opposition. 

Not  only  are  the  walls  crumbling;  I  don’t  think  they  can 
or  should  be  rebuilt. 

Implications  for  Depository  Institutions 

My  second  point  is  a  little  less  obvious.  It  is,  however, 
quite  simple:  Traditional  depository  institutions — thrifts 
and  commercial  banks — may  be  among  the  most 
poorly  positioned  to  participate  in  this  brave  new  finan¬ 
cial  service  world.  Although  I  don’t  think  you  can  lick 
'em,  it’s  going  to  be  tough  to  join  ’em. 

One  reason,  of  course,  is  legal  restrictions.  You  will 
notice  that  traditional  banking  organizations  were  con¬ 
spicuously  absent  from  my  description  of  some  of  your 
potentially  most  potent  new  competitors.  Banks  may 
appear  to  be  your  most  immediate  competitors,  but  in 
the  long  run  they  may  not  be  the  most  important.  The 
reason  is  that  unless  these  traditional  organizations 
drastically  reshape  themselves,  such  prohibitions  as 
the  Glass-Steagall,  McFadden,  and  Bank  Holding 
Company  Acts  may  still  be  reasonably  effective  at 
keeping  them  from  offering  a  full  range  of  financial 
services.  While  some  of  these,  of  course,  don't  apply 
to  thrifts,  you  too  have  your  restrictions.  And  those 
restrictions  don't  even  slow  others  down  from  getting 
into  the  game. 

The  second  reason  for  this  poor  position  is  more  en¬ 
demic,  however.  Laws  can  be  changed,  although  the 
process  may  seem  painfully  slow  But  management 
habits  bred  from  years  of  legal  restrictions  may  be 
even  harder  to  overcome. 

The  banking  and  thrift  industries  have  enjoyed  five 
decades  of  growth  and,  until  recently,  profitability  more 
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stable  than  that  of  almost  any  other  industry.  That 
impressive  performance  was  based  on  four  founda¬ 
tions — four  exclusive  franchises.  Three  were  shared  by 
banks  and  thrifts;  the  fourth  until  recently  was  reserved 
to  banks  alone. 

The  first  foundation  that  no  other  industry  had  was  cost 
controls — binding  limits  on  the  rates  paid  to  savers. 
The  second  was  an  exclusive  geographic  franchise — 
protected  by  the  McFadden  Act  and  Douglas  Amend¬ 
ments  for  banks  and  the  near  total  reluctance  of  reg¬ 
ulators  to  permit  interstate  mergers  of  thrifts,  not  to 
mention  the  restrictive  chartering  policies  of  state  and 
national  regulators.  Third,  only  banks  and  thrifts  could 
create  government-guaranteed  debt — insured  depos¬ 
its.  Finally,  only  banks  could  offer  the  transaction  ac¬ 
counts  that  became  the  essential  medium  of  com¬ 
merce  in  the  post-war  era. 

With  such  exclusive  franchises,  plus  a  few  tax  advan¬ 
tages  and  a  stable  economy  to  boot,  making  profits 
was  not  difficult.  In  fact,  it  was  difficult  not  to  make  a 
profit.  Innovation  was  something  to  be  resisted,  not 
encouraged  because  it  could  only  serve  to  upset  the 
existing  order. 

If  any  one  of  these  foundations  were  to  erode,  the 
effect  on  depository  institutions  would  be  profound. 
But  now,  spurred  by  inflation  and  technological 
change  and  facilitated  by  numerous  legal  “loopholes,” 
three  out  of  the  four  have  all  but  disappeared.  Even  the 
fourth,  deposit  insurance,  is  coming  under  some 
question,  at  least  in  academic  circles. 

Without  these  foundations  to  generate  an  almost  as¬ 
sured  profit,  depository  institutions  will  have  to  learn 
quickly  to  excel  at  a  number  of  new  tasks.  Unfortu¬ 
nately,  these  tasks  are  not  new  for  your  less  protected 
competitors;  they  are  old  hat. 

One  respected  observer  has  enumerated  six  badly 
needed  but  largely  lacking  management  skills  that 
depository  institutions  will  have  to  learn.  They  are: 

1  Innovation:  learning  to  take  advantage  of 
new  technology  and  new  legal  powers  to 
offer  new  and  better  financial  services  faster 
than  the  competition.  DIDC  will  not  be 
around  forever  to  design  standard  products. 

Nor  will  it  be  there  to  give  everyone  an  equal 
start  in  the  race  by  delaying  implementation 
30  to  60  days  so  that  all  competitors  can 
adopt  their  systems  and  prepare  advertising 
material  Soon,  your  competitor  will  be  able 
to  offer  new  innovations  overnight,  and  your 
loss  of  market  share  will  be  limited  only  by 
how  fast  you  can  match  or  beat  the  offering. 


2.  Cost  accounting  and  pricing:  with  costs  no 
longer  stable  and  controlled,  sophisticated 
cost  accounting  and  pricing  systems  will  be¬ 
come  crucial.  Such  systems  are  common  in 
other  industries  but  largely  lacking  in  depos¬ 
itory  institutions. 

3.  Management  of  interest  rate  risk:  after  the 
last  2  years,  thrifts  certainly  know  what  rate 
risk  is.  Flaving  learned  to  recognize  the  ugly 
beast,  now  you’ve  got  to  learn  to  tame  it.  It 
won’t  be  easy.  As  some  of  you  may  know, 
many  large  commercial  banks  have  funding 
operations  that  are  separate,  major  profit 
centers.  Somewhat  closer  to  home,  how  will 
you  decide  what  to  pay  on  the  new  MMF 
account  soon  to  be  authorized?  How  much 
of  that  highly  rate  sensitive  money  will  you 
buy?  How  will  you  know  what's  enough? 

S&L’s  have  some  $350  billion  MMCD's,  pass¬ 
book,  NOW  and  other  savings  deposits. 
When  the  new  MMF  account  is  authorized,  it 
will  likely  carry  a  yield  higher  than  that  of¬ 
fered  on  any  of  those  accounts  if  it  is  priced 
to  equal  MMF  yields.  Are  you  more  worried 
about  shifting  all  those  funds  internally,  at 
possibly  much  higher  cost,  or  about  attract¬ 
ing  a  lot  of  money  back  into  your  institution? 
What  will  you  do  with  it  if  you  get  it? 

4.  People  management:  the  salaries  and  cali¬ 
ber  of  new  employees  are  rising  rapidly,  and 
those  employees  tend  to  be  a  more  aggres¬ 
sive  breed.  They  will  present  unique  chal¬ 
lenges  to  an  old  order,  but  motivating,  train¬ 
ing,  and  retaining  them  will  be  crucial  to  your 
success. 

5.  Marketing:  this  is  not  just  a  fancy  word  for 
building  image  and  awareness,  although 
they  are  very  important.  It  will  be  new  and 
complex,  particularly  for  smaller  institutions 
coming  from  an  environment  in  which  the 
government  defined  both  the  customer  base 
and  the  services  that  could  be  offered.  With¬ 
out  those  preordained  definitions,  marketing 
will  mean  careful  analysis,  product  differ¬ 
entiation  (looking  and  being  different  from 
that  institution  across  the  street),  and  market 
segmentation  (targeting  different  customers 
than  the  other  guy). 

6.  Planning  and  strategy  formulation:  let  me  of¬ 
fer  just  one  example  of  what  this  means  in  a 
leader  in  another  industry.  In  one  of  the  na¬ 
tion's  premier  retailers,  Dayton-Hudson  Cor¬ 
poration,  the  four  senior  officers  devote  one 
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full  day  each  month  to  consideration  of  busi¬ 
ness  ideas  not  for  the  next  year,  or  2,  but  for 
the  next  decade.  I’m  not  talking  here  about 
annual  budgeting  or  5-year  financial  plan¬ 
ning,  but  long-range  business  strategy.  How 
many  of  you  devote  one  day  a  year  to  that? 
Which  of  your  new  powers  will  you  decide  to 
exercise?  Commercial  lending?  Good  loan 
officers  are  hard  to  find.  And  now  Penn 
Square  illustrates  that  buying  participations 
may  not  be  a  safe  shortcut. 

What  all  of  this  means  for  you — particularly  the  innova¬ 
tion,  marketing,  planning  and  strategy  formulation — is 
a  lot  of  hard  work  and  probably  the  development  of 
new  ways  to  think.  You  now  have  the  power  to  com¬ 
pete,  but  there  is  a  lot  of  competition  out  there,  and 
deciding  which  to  attack  and  which  to  run  from  won't 
be  easy.  And  this  also  means  that  as  the  years  go  by, 
at  gatherings  such  as  this  each  of  you  will  no  longer 
automatically  know  more  or  less  what  the  person  sit¬ 
ting  next  to  you  is  doing.  His  or  her  institution  will 
probably  evolve  to  look  very  different  from  yours. 

Without  the  legal  barriers  to  define  exactly  what  a  bank 
is,  and  what  a  thrift  or  brokerage  firm  or  insurance 
company  is,  institutions  will  evolve  that  are  unique 
blends  of  all  of  these,  and  more.  Some  will  offer  a 
broad  variety  of  financial  services  to  a  broad  geo¬ 
graphic  range  of  customers,  perhaps  nationwide. 
Some  of  you  will  decide  to  merge  with  such  institutions 
or  buy  franchises  with  them.  Others  will  specialize  by 
customer  type,  service  offering  or  geographic  area  In 
short,  in  the  past,  deposit  institutions  most  clearly  re¬ 
sembled  public  utilities;  in  the  future,  retailing  will 
probably  offer  more  appropriate  “role  models.” 

Let’s  look  at  retailing  a  moment.  There  are  certainly 
some  very  large  diversified  institutions,  but  none  domi¬ 
nates.  Small,  local  boutiques  and  gift  shops  thrive 
side-by-side  with  Macy’s.  High-fashion,  brand-name 
discounters  trade  blows  with  department  stores.  K- 
Mart,  an  upstart  little  more  than  a  decade  ago,  now 
stands  toe-to-toe  with  once  mighty  Sears.  Mail  order 
specialists  compete  effectively  with  all  of  them.  And 
franchisers  are  able  to  rapidly  exploit  new  ideas  re¬ 
gardless  of  capital  shortages  or  other  constraints.  But 
no  single  institution  serves  the  needs  of  the  entire 
market  spectrum. 

Likewise,  I  am  almost  certain  that  no  single  financial 
institution  or  type  of  institution  will  totally  dominate, 
offering  all  services  to  customers  at  all  income  levels 
nationwide. 

Retailing  perhaps  offers  another  important  lesson. 
Many  of  you  will  find  that  you  will  withdraw  from  the 


manufacturing  and  wholesaling  aspects  of  the  finan¬ 
cial  services  industry.  Those  may  be  provided  by  large 
organizations  such  as  IBM,  AT&T  and  the  large  banks 
that  can  afford  the  substantial  investments  in  technol¬ 
ogy  that  will  be  required.  As  retailers,  then,  the  suc¬ 
cessful  implementation  of  such  concepts  as  merchan¬ 
dise  presentation  and  selection  of  merchandise  mix, 
price  and  quality,  in  order  to  present  a  consistent 
image  to  your  target  customer  will  be  crucial  to  your 
success. 

In  many  respects,  however,  banks  and  thrifts  are  still 
closer  to  the  old  world  of  legally  defined  niches  than 
the  new  one  of  unregulated  diverse  opportunities.  It 
will  take  time,  planning  and  effort  to  wander  very  far 
from  your  traditional  niche;  unconstrained  competitors 
have  a  head  start.  You  have  a  lot  of  work  cut  out  for  you 
in  the  years  ahead. 

Implications  for  Government 

We  in  the  government  also  have  a  lot  of  work  to  do. 
First  and  foremost,  we  have  to  get  out  of  the  way.  There 
is  going  to  be  a  lot  of  jockeying  for  position  by  more 
than  20,000  players  in  the  coming  years,  and  neither  I 
nor  anyone  else  is  smart  enough  to  know  who  is  going 
to  end  up  where.  The  best  thing  that  the  regulators  can 
do  is,  as  much  as  prudence  will  allow,  to  deregulate 
and  streamline  our  various  chartering  and  licensing 
functions. 

Chairman  Pratt  has  done  a  lot  at  the  FHLBB,  for  exam¬ 
ple,  to  facilitate  mergers  and  expand  thrift  service 
corporation  powers.  We  at  the  OCC  are  undertaking 
similar  efforts.  We  have  cut  our  branch  application 
from  24  pages  to  4  pages  and  speeded  up  process¬ 
ing,  for  example.  We  have  begun  discussions  with  the 
Justice  Department  to  try  to  agree  upon  some  “safe 
harbor”  antitrust  guidelines  in  order  to  speed  up  the 
approval  of  routine  merger  cases.  We  have  just  pub¬ 
lished  a  proposed  regulation  to  change  the  process 
for  establishing  an  operating  subsidiary  from  a  lengthy 
application  to  “write  us  a  letter,  tell  us  what  you  plan  to 
do,  and  if  we  don’t  object  within  thirty  days,  it's  ap¬ 
proved.”  Those  are  a  few  examples;  we  plan  to  do  a  lot 
more. 

Second,  we  need  to  make  it  easier  for  depository 
institutions  to  change  the  form  of  their  charter  As 
business  strategies  change  some  institutions  will  find 
that  the  powers  granted  under  their  current  charter  no 
longer  appropriately  match  their  strategies  Some 
S&Ls  will  want  to  convert  to  banks,  some  national 
banks  will  want  to  convert  to  state  banks,  and  so  forth 
Regulators  shouldn't  hinder  that  process  It’s  very 
healthy  for  our  financial  system,  and  not  to  facilitate  it 
is  to  promote  decay  and  stagnation  The  OCC  intends 
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to  facilitate,  as  indicated  by  our  recent  approval  of  the 
application  by  Point  Loma  S&L  here  in  California  to 
convert  to  a  national  bank  charter 

Finally,  we  have  to  get  on  with  the  process  of  breaking 
down  the  legal  barriers  that  keep  depository  institu¬ 
tions  hemmed  in,  while  giving  virtual  free  rein  to  your 
new  competition.  The  Garn-St  Germain  Act  just 
passed  was  a  step  in  the  right  direction,  but  it  did  not 
go  nearly  far  enough. 

Interstate  and  intrastate  restrictions  are  outmoded; 
they  should  be  replaced.  And  I  believe  that  the  mar¬ 
ketplace  will  soon  repeal  both  Douglas  and  McFadden 
whether  Congress  acts  or  not.  I  discussed  the  impact 
of  deposit  brokering  earlier;  let  me  describe  another 
force  eroding  those  restrictions.  McFadden  and  Doug¬ 
las  limit  national  banks  to  the  same  branching  author¬ 
ity  possessed  by  state  banks  and  other  organizations 
in  the  business  of  banking.  When  S&Ls  begin  signifi¬ 
cantly  exercising  the  commercial  lending  and  demand 
deposit  authority  they  now  have,  I  believe  they  will  be  in 
the  business  of  banking.  So,  for  any  of  you  S&Ls  that 
are  in  unit  banking  states,  I  believe  that  your  new 
powers  will  bring  with  them  new  competition.  I  believe 
that  the  courts  will  then  uphold  a  decision  to  allow  a 
national  bank  to  have  statewide  branches  in  such  a 
state. 

Likewise,  the  Glass-Steagall  Act  is  outmoded.  It 
should  be  repealed,  or  at  a  minimum,  very  substan¬ 
tially  modified. 

If  we  do  not  get  rid  of  these  restrictions  that  hem  you  in, 
then  we  will  simply  find  that  a  deregulated  financial 
services  industry  has  grown  up  around  our  present 
structure.  The  public  in  the  long  run  will  be  indifferent 
to  the  type  of  institution  that  provides  the  service,  if  the 
service  is  one  that  the  public  wants.  If  banks  and  thrifts 
cannot  offer  the  package  of  services  that  is  desired, 
they  will  become  a  backwater,  insignificant  piece  of 
the  whole  financial  services  system. 


Conclusion 

Let  me  close  with  a  story  about  change,  about  com¬ 
petition,  and  about  providing  wanted  services.  After 
the  turn  of  the  century,  two  firms  were  important  in  the 
ice  business,  the  Southland  Ice  Company  and  the 
American  Ice  Company.  American  Ice,  I  am  told,  was 
the  nation’s  low-cost  producer  of  ice,  with  the  best  and 
largest  refrigeration  plants  and  the  best  home  distribu¬ 
tion  network.  A  little  company  called  General  Electric 
was  just  beginning  to  experiment  with  relatively  small 
refrigeration  units  for  the  home. 

As  time  went  on,  American  Ice  continued  to  develop 
as  a  low-cost,  highly  efficient  distributor  of  ice.  South¬ 
land  Ice  began  to  focus  on  a  lower  income  clientele 
that  could  not  afford  home  delivery  of  ice.  It  aban¬ 
doned  its  distribution  network,  and  invited  customers 
to  come  to  its  plants  and  pick  up  their  own  ice.  As  a 
convenience,  it  later  began  to  stock  milk,  bread,  and  a 
little  fresh  produce  at  its  ice  plants. 

American  ice  was  a  low-cost  distributor  of  ice  when  it 
went  out  of  business.  Southland  Ice  is  now  Southland 
Corporation,  perhaps  better  known  as  Seven-Eleven, 
and  continues  to  offer  convenience  in  a  few  high  turn¬ 
over  food  and  household  items,  including  money.  It 
has  automated  tellers  alongside  the  gas  pumps  in 
some  locations.  General  Electric,  of  course,  is  now  a 
low-cost  producer  of  home  refrigeration  equipment 
among  other  things.  As  an  outgrowth  of  offering  fi¬ 
nancing  for  its  industrial  products,  it  is  also  now  one  of 
the  nation’s  leading  financial  institutions. 

So  again  let  me  welcome  you  into  the  banking  commu¬ 
nity.  But  more  important,  welcome  to  the  world  of  com¬ 
petition.  In  that  world  the  losers  continue  to  do  what 
they  have  always  done  well.  The  truly  successful  iden¬ 
tify  what  people  want,  change  and  compete  to  serve 
those  wants. 


Remarks  by  C.  T.  Conover,  Comptroller  of  the  Currency,  before  the  ABA  Chief 
Financial  Officers  Seminar,  Santa  Barbara,  Calif.,  November  12,  1982 


'What  Should  Chief  Financial  Officers  Be  Concerned  About?” 


I’m  delighted  to  be  here  today  to  talk  to  some  very 
important  people.  In  fact,  you  may  be  more  important 
than  you  realize  Over  the  next  5  years,  the  role  of  the 
chief  financial  officer  will  be  more  significant  and  more 
demanding  than  ever  before. 


Let  me  explain  the  reasoning  behind  that  statement. 
During  the  past  decade,  banking  has  undergone  fun¬ 
damental  changes.  They  have  altered  the  nature  of 
banking  itself.  If  banks  want  to  survive,  let  alone  grow 
and  prosper,  they  must  confront  those  changes  head- 
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on.  Chief  financial  officers  will  play  a  crucial  role  in  that 
process. 

I  want  to  begin  by  talking  about  the  major  changes  in 
the  banking  environment.  Then,  I  want  to  look  at  the 
impact  of  those  changes  on  the  role  of  chief  financial 
officers. 

I’m  talking  about  that  role  in  the  broadest  possible 
sense.  It  includes  the  treasury  function,  controllership 
activities,  EDP  and  systems  development,  and  corpo¬ 
rate  planning.  Not  all  those  functions  fall  under  the 
direction  of  the  chief  financial  officer  in  every  bank.  But 
regardless  of  the  size  of  your  bank  or  how  it  is  orga¬ 
nized,  these  functions  will  be  vital  in  determining  your 
bank’s  success  over  the  next  5  years. 

Banking  Environment 

For  the  past  several  decades,  banks  operated  on  the 
correct  assumption  that  they  had  an  exclusive  fran¬ 
chise  to  provide  certain  services.  In  exchange  for  that 
franchise,  government  set  up  extensive  controls.  Gov¬ 
ernment  established  the  price  for  bank  services  in  the 
form  of  Regulation  Q.  Government  defined  which  prod¬ 
ucts  and  services  banks  could  offer.  And  government 
set  geographic  limits  on  the  market  area  in  which 
banks  could  operate  and  effectively  limited  new  com¬ 
petition  within  that  area. 

Those  three  restrictions  provided  a  foundation  upon 
which  the  banking  industry  grew  and  prospered.  Now, 
all  three  are  being  eroded. 

Price  Restrictions 

Price  restrictions  are  rapidly  disappearing.  Even  with¬ 
out  deregulation,  banks  have  had  to  pay  increasingly 
higher  interest  rates  to  attract  deposits  because  of  stiff 
competition  from  nonbank  competitors,  most  notably 
money  market  funds. 

Now,  on  November  15,  the  Depository  Institutions  De¬ 
regulation  Committee  will  approve  a  new  instrument  for 
banks  that  will  be  directly  competitive  with  money  mar¬ 
ket  funds.  Interest  in  this  account  has  been  intense. 
DIDC  has  been  sued  by  the  Investment  Company 
Institute,  whose  members  do  not  welcome  the  com¬ 
petition.  We  have  received  more  than  1,400  letters  of 
comment  on  the  proposal  The  opinions  expressed  in 
these  letters  vary  widely.  That  should  not  be  surprising, 
since  the  letters  reflect  the  widely  varying  situations  in 
which  individual  banks  find  themselves. 

The  different  opinions  in  these  letters  point  out  the 
importance  of  leaving  the  details  of  the  new  instrument 
to  the  discretion  of  individual  banks.  They  are  in  the 
best  position  to  determine  minimum  denomination  and 


other  details  according  to  local  market  conditions  and 
the  condition  of  their  balance  sheets.  For  these  rea¬ 
sons,  I  believe  the  DIDC  should  leave  these  details  to 
individual  banks.  Unless  we  follow  that  course  of  ac¬ 
tion,  I  am  afraid  that  the  response  of  the  money  market 
funds  will  make  the  new  account  uncompetitive  in 
fairly  short  order,  and  we  will  be  back  to  square  one. 

Product  Limitations 

The  limits  on  the  kinds  of  products  banks  may  offer  are 
also  fading  away.  Technology  has  made  it  possible  for 
non-financial  institutions  to  offer  new  packages  of  fi¬ 
nancial  services.  Perhaps  the  primary  example  is  Mer¬ 
rill  Lynch’s  Cash  Management  Account,  which  has 
been  widely  copied.  These  services  are  convenient 
and  low-cost — and  they  compete  directly  with  tradi¬ 
tional  bank  accounts. 

Partly  in  response  to  this  challenge,  banks  themselves 
are  pushing  into  new  territory.  The  Comptroller’s  Office 
has  authorized  both  the  acquisition  and  the  start-up  of 
bank  subsidiaries  that  offer  discount  brokerage  serv¬ 
ices;  others  can  function  as  futures  commission  mer¬ 
chants.  We  have  approved  an  application  from  Cit¬ 
ibank  to  operate  common  trust  funds  for  the  collective 
investment  of  Individual  Retirement  Accounts.  FDIC 
has  issued  a  policy  statement  that  permits  state  non¬ 
member  banks  to  own  and  operate  brokerage  firms, 
including  those  that  engage  in  underwriting.  And  Sen¬ 
ator  Jake  Gam,  chairman  of  the  Senate  Banking  Com¬ 
mittee,  has  said  he  will  hold  hearings  in  1983  to  review 
restrictions  on  bank  services,  including  the  Glass- 
Steagall  Act. 

Geographic  Barriers 

In  the  face  of  all  this  change,  it's  not  surprising  that 
geographic  limits  are  also  rapidly  eroding.  Those  limits 
have  never  applied  to  nonbank  competitors.  Merrill 
Lynch,  Sears,  and  Prudential  can  and  do  provide  fi¬ 
nancial  services  through  nationwide  chains  of  retail 
outlets.  For  some  time,  banks  have  also  sought  to  do 
the  same  thing.  Through  Edge  Act  subsidiaries,  loan 
production  offices,  finance  companies  and  other  hold¬ 
ing  company  subsidiaries,  many  banks  already  pro¬ 
vide  a  considerable  number  of  services  on  a  nation¬ 
wide  basis.  Now  that  DIDC  has  approved  the 
marketing  of  deposit  instruments  by  brokerage  firms, 
banks  can  even  collect  deposits  across  state  lines 
The  technology  of  electronic  funds  transfer  systems 
makes  nationwide  banking  virtually  inevitable.  It’s 
about  time  for  the  laws  to  catch  up  with  the  mar¬ 
ketplace. 

All  of  this  means  that  banks  no  longer  have  an  exclu¬ 
sive  franchise  on  some  segments  of  the  financial  serv¬ 
ices  market.  Nonbank  competitors  play  a  significant 
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role  in  that  market,  and  it’s  getting  larger  every  day. 
Moreover,  banks  will  have  to  make  their  own  decisions 
on  the  price  and  nature  of  their  products  and  the  area 
within  which  they  may  compete.  The  result  is  a  vastly 
more  diverse,  competitive  environment  for  banks  and 
their  customers.  It's  an  environment  likely  to  become 
even  more  competitive  in  the  future. 

Impact  on  Chief  Financial  Officers 

This  radical  change  in  banking  has  major  implications 
for  the  functions  of  chief  financial  officers.  It  will  have  a 
direct  impact  on  how  you  carry  out  your  treasury  re¬ 
sponsibilities,  controllership  activities,  EDP  and  sys¬ 
tems  development,  and  corporate  planning. 

Treasury  Function 

Perhaps  the  most  obvious  effect  has  to  do  with  your 
treasury  responsibilities.  The  changes  that  are  occur¬ 
ring  will  affect  both  your  funding  strategy  and  your 
decisions  regarding  bank  capital. 

Funding  Strategy — The  new  instrument  that  DIDC  will 
announce  on  Monday  will  have  an  immediate  impact 
on  bank  funding.  On  the  one  hand,  it  will  enable  you  to 
compete  more  effectively  with  money  market  funds. 
On  the  other  hand,  it  will  almost  certainly  raise  your 
cost  of  funds  and  change  the  maturity  structure  of  your 
liabilities,  as  holders  of  core  deposits  shift  into  the  new 
account.  The  danger  is  that  you  could  end  up  with  a 
volatile,  short-term,  rate-sensitive  liability  structure. 

The  result  will  be  more  pressure  on  bank  interest 
spreads,  particularly  in  those  banks  that  have  a  high 
percentage  of  core  deposits.  Banks  will  need  to  do 
everything  they  can  to  maintain  their  interest  spreads. 
That  means  you  will  have  to  answer  some  fundamental 
questions.  How  will  you  price  this  instrument  and 
structure  its  features  to  make  it  competitive,  without 
reducing  your  bank’s  interest  spread?  How  will  you 
coordinate  decisions  on  pricing  and  maturity  of  bank 
funds  with  decisions  on  other  bank  services  and  prod¬ 
ucts? 

Capital — The  changes  in  banking's  environment  also 
affect  decisions  on  bank  capital  The  new  environment 
has  considerably  more  risks.  Banks  will  be  venturing 
into  areas  in  which  they  lack  extensive  experience.  For 
that  reason,  their  capital  will  become  even  more  impor¬ 
tant  as  a  cushion  against  unforeseen  problems. 

Many  banks  cannot  permit  their  capital  to  erode  fur¬ 
ther  Such  action  is  not  prudent  The  regulators  won’t 
permit  it.  In  fact,  the  banks'  only  choice  is  to  continue 
to  strengthen  their  capital  base.  The  problem  they  face 
is  how  to  do  that  in  this  new  environment  Solving  that 
problem  may  require  a  reexamination  of  bank  dividend 


policy.  It  will  also  require  an  honest  assessment  of  the 
market’s  perceptions  regarding  bank  strengths  and 
weaknesses.  Chief  financial  officers  will  face  the  chal¬ 
lenge  of  persuading  the  investment  community  that 
their  banks  are  worthwhile  investments  in  the  rapidly 
changing  financial  services  market. 

Controllership  Function 

The  changes  in  the  banking  environment  have  major 
implications  for  some  traditional  controllership  ac¬ 
tivities.  Among  others,  these  include  cost  and  prof¬ 
itability  measurement,  allowance  for  possible  loan 
losses,  disclosure,  and  auditing. 

Cost  and  Profitability  Measurement — The  impact  on 
bank  cost  accounting  systems  is  particularly  impor¬ 
tant.  As  chief  financial  officers,  you  have  always  had  to 
worry  about  operating  costs,  and  rightly  so.  Over  the 
past  decade,  bank  operating  costs  have  grown  faster 
than  assets.  Your  costs  today  are  significantly  higher 
than  many  of  your  competitors,  most  notably  money 
market  funds. 

Now  the  problem  is  even  worse.  It  is  no  longer  enough 
simply  to  control  costs  by  being  tight-fisted.  The  new 
environment  makes  what  was  important  in  the  past 
even  more  important  in  the  future.  What  you  need  and 
what  most  banks  lack  are  sophisticated  cost  account¬ 
ing  systems. 

When  government  set  the  prices  of  specific  products, 
and  determined  which  products  banks  could  offer, 
there  was  little  need  for  such  systems.  But  that  is  no 
longer  the  case.  In  order  to  make  intelligent  decisions 
in  a  deregulated  environment,  banks  must  be  able  to 
determine  the  real  costs  of  their  products  and  services 
in  order  to  measure  profitability.  They  need  accurate 
information  on  the  profitability  of  individual  products, 
customer  relationships — even  entire  lines  of  business. 

With  that  information  in  hand,  you  can  begin  to  make 
some  important  decisions.  If  a  product  or  line  of  serv¬ 
ice  is  not  profitable,  you  can  increase  the  price  or  cut 
costs.  You  can  build  volume  or  redesign  product  fea¬ 
tures.  You  may  decide  on  some  combination  of  these 
actions.  But  whatever  you  decide,  your  action  must  be 
based  on  better  information. 

Allowance  for  Possible  Loan  Losses — The  new  bank¬ 
ing  environment  will  affect  decisions  concerning  your 
bank’s  Allowance  for  Possible  Loan  Losses  (APLL). 
Already,  the  quality  of  banks’  domestic  assets  is  deteri¬ 
orating.  We  are  seeing  an  increased  volume  of  classi¬ 
fied  loans  in  bank  examinations.  Traditionally,  loan 
problems  have  lagged  behind  economic  recoveries.  If 
that  pattern  holds  true,  the  worst  problems  in  bank 
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loans  may  lie  ahead.  Many  of  you  need  to  review  and 
strengthen  your  internal  systems  for  identifying,  classi¬ 
fying,  and  dealing  with  problem  loans.  Some  banks 
have  already  taken  one  important  step  in  the  form  of 
additions  to  their  APLL  Such  actions  have  obvious 
consequences  for  their  bank  profits. 

In  many  of  your  banks,  APLL  decisions  are  compli¬ 
cated  by  a  new  factor:  international  lending.  Until  re¬ 
cently,  international  loans  represented  a  fairly  small 
percentage  of  bank  loan  portfolios.  Moreover,  they 
were  often  higher  quality  and  less  likely  to  become 
delinquent  than  domestic  loans. 

That  is  no  longer  the  case.  As  the  headlines  over  the 
past  6  months  have  made  clear,  U.S.  banks  have  sig¬ 
nificant  exposure  overseas,  and  some  of  those  loans 
are  in  trouble.  Banks  are  reacting  to  this  change  in  a 
wide  variety  of  ways.  Some  are  charging  off  all  or  part 
of  them.  Some  are  setting  aside  additional  funds  in 
their  general  reserves.  Some  are  applying  interest  pay¬ 
ments  to  principal.  And  some  are  doing  nothing  at  all. 

The  problem  is  that  some  banks  are  not  recognizing 
the  value  of  these  loans  in  a  realistic  way.  For  that 
reason,  bank  regulators  are  discussing  the  possibility 
of  some  sort  of  special  prudential  reserve  for  problem 
international  loans.  Even  without  action  by  the  regula¬ 
tors,  however,  you  as  chief  financial  officers  need  to 
ensure  that  your  books  reflect  the  real  value  of  these 
loans. 

Disclosure — The  question  of  disclosure  helps  focus 
attention  on  a  fundamental  change  in  the  nature  of 
banking.  In  the  past,  banks  were  considered  somehow 
different  from  other  parts  of  the  private  sector  because 
of  their  importance  to  the  functioning  of  the  economy. 
For  that  reason,  they  were  given  special  protections, 
and  they  were  carefully  regulated. 

Now  banks  are  chafing  against  their  protective  re¬ 
strictions.  They  want  to  offer  new — and  more  risky — 
services  in  response  to  public  demand.  Banks  cannot 
take  on  that  increased  risk  without  accepting  ultimate 
responsibility  for  their  own  mistakes. 

In  an  increasingly  deregulated  environment,  some  of 
the  responsibility  for  disciplining  institutions  should 
shift  from  regulators  to  the  free  market.  But  effective 
market  discipline  requires  that  all  participants  have 
adequate  information  to  make  decisions.  It  requires 
increased  disclosure  of  information  about  bank  condi¬ 
tion. 

The  regulators  have  already  taken  the  first  steps  in  this 
direction  with  the  decision  to  collect  information  from 
all  banks  on  past  due  loans,  maturity  structure,  rate 


sensitivity,  and  commitments  and  contingencies.  As 
you  know,  beginning  with  the  June  30,  1983  Call  Re¬ 
port,  this  information  will  be  made  available  to  the 
public  upon  request. 

I  think  it’s  important  to  put  this  decision  into  perspec¬ 
tive.  Recently,  the  SEC  began  requiring  disclosure  of 
loans  to  foreign  borrowers  that  exceed  1  percent  of 
total  loans,  plus  a  discussion  of  the  financial  impact  of 
any  troubled  loans.  For  some  time,  the  SEC  has  also 
required  bank  holding  companies  to  disclose  some 
information  on  non-performing  loans,  rate  sensitivity, 
and  maturity  breakdown.  None  of  that  information  has 
brought  about  a  crisis  of  confidence  in  the  banking 
system  or  in  the  individual  institutions  making  the  dis¬ 
closure.  It  seems  to  me  that  investors  and  depositors 
in  smaller  banks  have  a  right  to  the  same  information. 

Nor  do  I  believe  increased  disclosure  should  end  with 
the  new  Call  Report  information.  The  regulators  are 
considering  releasing  other  kinds  of  information.  One 
possibility  would  be  to  disclose  enforcement  actions 
against  banks,  although  enforcement  proceedings 
would  still  be  held  confidential.  In  other  words,  we 
could  release  information  about  the  results  of  the  en¬ 
forcement  process,  but  not  about  the  process  itself. 

I  fully  recognize  that  a  smooth  and  steady  transition  to 
increased  disclosure  is  vitally  important.  I  also  recog¬ 
nize  that  it  will  not  be  easy.  You  as  chief  financial 
officers  will  play  a  major  role  in  that  transition.  You  will 
help  determine  what  is  disclosed  and  how  it  is  com¬ 
municated.  Again,  your  decisions  will  play  an  impor¬ 
tant  part  in  shaping  the  public  perception  of  your 
bank. 

Auditing — Deregulation  also  has  implications  foi  the 
auditing  function  within  your  bank.  As  chief  financial 
officers,  you  set  up  internal  auditing  systems.  You  ar¬ 
range  for  external  audits  by  certified  public  accoun¬ 
tants.  Then,  the  regulators  repeat  a  considerable 
amount  of  their  work  through  on-site  examinations. 

Such  examinations  are  necessary  because  they  are 
the  only  real  tool  for  determining  loan  quality  in  a  bank. 
But  it  may  not  be  necessary  for  them  to  be  conducted 
by  federal  and  state  regulators.  It  may  be  possible  to 
shift  some  of  the  examination  responsibility  to  internal 
and  external  auditors. 

In  a  less  regulated  environment,  chief  financial  officers 
may  well  be  expected  to  develop  auditing  and  exam¬ 
ination  systems  that  will  meet  the  needs  of  the  regula¬ 
tors,  with  fewer  on-site  examinations  Such  a  develop¬ 
ment  could  result  in  significant  savings  for  both  your 
bank  and  the  regulatory  system 
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EDP  Systems  Function 

None  of  the  changes  I  have  described  so  far  will  be 
easy.  All  will  require  careful  analysis  and  difficult  deci¬ 
sions.  They  will  also  require  decisions  about  what 
computer  applications  you  should  have  and  what 
hardware  and  software  are  needed  to  support  them. 
The  computer  is  the  key  to  reduced  operating  costs 
and  better  customer  service.  And  banks  need  good 
information  systems  to  manage  operations  effectively. 

For  the  most  part,  banks  have  not  been  very  success¬ 
ful  in  taking  advantage  of  computer  technology.  One 
reason  is  the  enormous  lead  time  for  systems  develop¬ 
ment.  Too  often,  by  the  time  a  new  system  is  ready  to 
be  put  into  place,  management  discovers  it  is  no 
longer  needed  or  it  does  not  do  what  it  was  intended  to 
do. 

Moreover,  banks  have  sometimes  tended  to  compete 
with  each  other  in  developing  EDP  systems,  without 
determining  what  system  makes  sense  for  their  indi¬ 
vidual  circumstances.  Computer  specialists  within 
banks  have  often  oversold  EDP  to  management.  The 
result  for  many  banks  has  been  a  series  of  expensive 
mistakes — mistakes  that  banks  can  ill  afford  in  the 
changed  banking  environment. 

To  avoid  those  mistakes,  you  must  develop  a  compre¬ 
hensive  applications  plan.  The  applications  should 
support  the  critical  elements  in  your  business  plan  that 
will  determine  your  future  success.  They  include  cost 
and  profitability  measurement  and  funding.  They  also 
include  product  delivery  systems  that  will  reduce  head 
count  and  brick-and-mortar  costs.  They  certainly  in¬ 
clude  tools  for  effective  corporate  planning. 

Corporate  Planning 

It  is  difficult  to  overemphasize  the  importance  of  strate¬ 
gic  planning  over  the  next  5  years.  The  changes  in  the 
financial  services  market  are  so  great  that  I  believe  it 
will  be  virtually  impossible  for  any  bank  to  survive 


without  developing  a  systematic,  well  thought  through 
strategy  for  competing  in  the  new  environment. 

The  questions  that  you  must  ask  yourselves  are  funda¬ 
mental.  What  are  your  corporate  objectives?  How  do 
you  want  to  achieve  those  objectives?  Whom  do  you 
want  to  serve — what  is  your  market?  How  do  you  want 
to  serve  that  market?  What  products  and  services  do 
you  want  to  provide?  What  delivery  systems  will  you 
use9  What  degree  of  risk  are  you  willing  to  take9  What 
kind  of  organization  do  you  want  your  bank  to  be — a 
nationwide  provider  of  all  financial  services  or  a  more 
specialized  institution9  What  will  be  your  specialty? 
And,  once  you  have  answered  these  questions,  how 
will  you  update  your  planning  process  to  reflect  the 
new  environment? 

None  of  these  decisions  can  or  should  be  made  with¬ 
out  your  participation.  Chief  financial  officers  must  pro¬ 
vide  the  financial  models  and  other  tools  for  express¬ 
ing  the  corporate  plan  in  financial  terms.  And  you  must 
provide  the  important  financial  insight  on  the  desir¬ 
ability  and  feasibility  of  the  plan  as  it  is  being  devel¬ 
oped. 

Conclusion 

I  have  outlined  a  large  number  of  challenges,  any  one 
of  which  would  be  difficult  to  meet.  Taken  all  together, 
they  are  a  tall  order  indeed.  You  have  quite  a  few  things 
to  worry  about. 

As  chief  financial  officers,  you  will  be  responsible  for 
helping  to  chart  your  bank’s  course  in  this  difficult  new 
environment.  You  will  have  to  make  crucial  decisions, 
based  on  hard  financial  analysis,  about  what  you  want 
your  bank  to  be  and  how  you  want  it  to  function. 

That  is  why  I  said  at  the  beginning  of  my  remarks  that 
you  are  very  important  people.  Your  job  over  the  next  5 
years  will  be  one  of  the  most  difficult  you  will  ever  face. 


Remarks  by  C.  T.  Conover,  Comptroller  of  the  Currency,  before  the  Association 
of  Bank  Holding  Companies,  Washington,  D.C.,  November  19,  1982 

“What  Should  a  Bank  Holding  Company  Be?” 


There  is  nothing  sacred  about  the  concept  of  a  bank 
holding  company  It  is  not  divinely  inspired.  For  the 
most  part,  it  evolved  because  of  legal  restrictions  and 
market  forces  Its  principal  virtue  is  that  it  seems  to 
work. 

Notwithstanding  that  fact,  over  the  past  15  months, 


there’s  been  considerable  discussion  about  the  virtues 
of  bank  holding  companies.  How  should  they  be  struc¬ 
tured?  What  should  they  be  permitted  to  do?  Do  they 
need  more  powers — or  more  restrictions9  Does  the 
American  public  need  them  at  all? 

It  seems  to  me  that  all  this  discussion  boils  down  to 
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one  simple  question:  what  should  a  bank  holding  com¬ 
pany  be?  And  although  the  question  may  be  simple, 
the  answer  clearly  is  not.  It  hinges  on  a  wide  variety  of 
political,  social  and  economic  considerations,  any  one 
of  which  could  command  all  the  time  allotted  to  me 
today. 

Since  it's  not  possible  or  even  desirable  to  attempt  a 
thorough  review  of  all  these  factors,  I  would  prefer 
today  to  look  at  this  question  from  three  angles.  First, 
do  we  want  banks  to  be  able  to  compete  with  the 
nonbanks  that  have  invaded  their  traditional  territory? 
Second,  if  such  competition  is  desirable,  what  are  the 
public  policy  implications  of  granting  new  powers  to 
banks?  And  third,  what  management  skills  will  banks 
need  to  take  advantage  of  new  powers  and  compete 
successfully  in  the  new  environment7 

Should  Banks  Be  Able  to  Compete? 

Let  me  begin  by  stating  that  I  believe  banks  should  be 
permitted  to  compete  fully  with  their  new  competitors.  I 
do  not  say  this  just  to  be  nice  to  banks.  The  fact  is  that 
banks  per  se  are  not  necessary  to  our  economy.  What 
is  necessary  are  efficient,  well-managed,  competitive 
financial  intermediaries  that  provide  needed  financial 
services.  In  the  long  run,  the  public  is  totally  indifferent 
to  the  legal  form  of  the  entity  that  provides  those  serv¬ 
ices,  as  long  as  services  are  readily  available. 

But  the  public  should  not  be  indifferent  to  laws  that 
limit  competition,  because  competition  benefits  the 
public.  And  right  now,  we  still  have  a  body  of  law  that 
prevents  some  20,000  potential  competitors — banks 
and  thrifts — from  truly  competing,  both  with  each  other 
and  with  nonbank  financial  companies.  The  result  is 
that  some  parts  of  the  public  are  being  overcharged 
for  the  financial  services  they  want  and  need.  Banks 
must  be  allowed  to  compete,  not  simply  because  such 
competition  is  good  for  banks  but  because  it’s  good 
for  the  public. 

Nonbank  Competitors 

As  of  this  moment,  banks  are  being  outdistanced  by 
their  nonbank  competitors.  You  all  know  the  familiar 
examples — Sears,  Merrill  Lynch,  American  Expess, 
and  Prudential.  But  you  may  not  be  aware  of  two  others 
that  have  invaded  your  territory. 

The  first  is  a  holding  company  that  owns  a  savings  and 
loan  in  California,  a  national  bank  in  New  Hampshire, 
and  a  life  insurance  company  in  Arkansas.  It  offers 
brokerage  services  through  an  arrangement  with  a 
nationwide  discount  broker.  Eventually,  it  intends  to 
offer  a  full  range  of  consumer  financial  services,  na¬ 
tionwide,  through  the  mail  and  over  the  telephone. 
Those  services  will  include  taking  deposits,  making  all 


types  of  consumer  loans,  underwriting  and  marketing 
life  insurance,  and  of  course  brokerage  activities. 

What  about  the  McFadden  Act7  Glass-Steagall?  The 
legal  separation  between  banking  and  commerce7 
They  don't  apply  here.  This  operation  is  perfectly  legal 
You  see,  it's  called  Parker  Pen. 

Let  me  introduce  you  to  another  competitor.  This  one 
has  almost  $10  billion  in  assets  but  no  deposits.  It  has 
some  300  branches  nationwide,  each  staffed  with 
specialists  in  basic  industries.  It’s  involved  in  real  es¬ 
tate  loans,  second  mortgages,  financing  commercial 
real  estate,  mortgage  insurance,  leveraged  leasing, 
commercial  lending,  and  commercial  paper. 

Its  biggest  problem  is  name  recognition.  Most  people 
don't  realize  that,  in  addition  to  “making  good  things 
for  living,"  General  Electric  also  makes  loans.  And 
GECC  doesn't  have  to  worry  about  maintaining  de¬ 
posit  relationships.  It  buys  all  its  money. 

The  point  is  obvious.  Neither  of  these  firms  is  limited 
by  traditional  banking  restrictions  because  neither  is  a 
bank.  The  result  is  that  they  are  far  ahead  of  banks  and 
bank  holding  companies  in  providing  the  services  that 
the  American  public  wants  today.  If  banks  want  to 
continue  to  occupy  their  traditional  position  in  com¬ 
merce,  they  must  shake  themselves  loose  of  these 
restrictions.  They  need  new  powers  to  compete.  At  a 
bare  minimum,  those  powers  should  include  se¬ 
curities,  insurance  and  real  estate. 

Expanded  Powers 

Clearly,  expanded  banking  powers  should  cover  un¬ 
derwriting  and  distributing  mutual  funds.  They  should 
also  include  underwriting  revenue  bonds.  But  beyond 
that,  we  need  to  undertake  a  thorough  review  of  the 
Glass-Steagall  Act  to  determine  what  other  securities 
activities  are  appropriate  for  banks.  Senator  Garn, 
chairman  of  the  Senate  Banking  Committee,  has  al¬ 
ready  said  he  will  begin  hearings  on  this  topic  next 
spring.  Our  attitude  as  we  begin  these  hearings 
should  be  to  permit  rather  than  prohibit  as  many  ac¬ 
tivities  as  possible. 

Expanded  banking  authority  should  include  the  ability 
to  underwrite  and  sell  life  and  property-casualty  insur¬ 
ance.  The  insurance  industry  today  is  saddled  with 
outdated  products  and  an  expensive  delivery  system. 
There  is  no  reason  why  home  banking  can’t  also  in¬ 
clude  insurance.  And  the  cost  savings  of  selling  insur¬ 
ance  through  electronic  terminals  are  likely  to  be  much 
greater  than  the  savings  generated  by  automated 
teller  machines.  Increased  competition  from  banks 
would  stimulate  the  development  of  new  products  and 
more  efficient  delivery  mechanisms,  both  of  which 
would  provide  significant  benefits  to  the  public 
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Finally,  I  believe  expanded  banking  powers  could  well 
include  the  authority  to  provide  real  estate  services, 
such  as  brokerage  and  real  estate  development. 
Ownership  of  real  estate  may  also  be  possible,  given  a 
means  to  deal  with  potential  abuses  and  excessive 
risks. 

We  also  need  to  eliminate  the  geographic  barriers 
contained  in  the  McFadden  Act  and  the  Douglas 
Amendment  to  the  Bank  Holding  Company  Act.  There 
are  two  obvious  reasons  for  doing  so.  First,  banks’ 
competitors  are  not  subject  to  these  geographic  re¬ 
strictions.  Second,  the  public  would  benefit  from  a 
banking  system  that  can  compete  directly  with  the 
nationwide  system  of  financial  services  provided  by 
nonbanks. 

What  Are  the  Public  Policy  Implications? 

Because  banking  is  so  vital  to  commerce,  government 
has  always  had  a  strong  interest  in  the  safety  and 
soundness  of  the  banking  system.  It  has  sought  to 
ensure  that  the  nation’s  banks  provide  a  safe  repository 
for  the  accumulation  of  deposits,  which  can  then  be 
lent  to  borrowers. 

To  that  end,  government  set  up  an  elaborate  system  of 
regulation,  examination,  and  insurance.  It  laid  out  a 
number  of  regulations  limiting  entry  to  the  banking 
system  and  restricting  what  banks  could  do  in  order  to 
limit  risk.  In  so  doing,  it  provided  ground  rules  that 
everyone  could  understand.  Those  rules  also  tended 
to  make  all  banks  fundamentally  alike. 

Government  also  established  a  system  of  on-site  ex¬ 
aminations  in  an  attempt  to  make  sure  banks  were 
complying  with  law  and  following  prudent  banking 
practices.  Finally,  government  insured  bank  deposits 
so  that  the  public  would  be  assured  of  repayment  in 
those  relatively  few  instances  when  banks  fail. 

One  result  of  these  government  efforts  has  been  a  high 
level  of  public  confidence  in  the  banking  system.  In 
fact,  public  confidence  is  so  great  that  most  people 
don’t  consider  the  quality  of  a  bank’s  management  or 
its  balance  sheet  when  they  decide  where  to  deposit 
their  funds.  Most  people  are  concerned  with  conve¬ 
nience,  services,  and  interest  rates — not  the  strength 
of  the  institution  itself.  In  a  deregulated  environment, 
the  public  ought  to  be  more  concerned  about  the 
condition  of  the  banks  it  chooses. 

Challenge  to  System 

Now,  the  pillars  of  the  regulatory  system  are  being 
challenged  Government  is  no  longer  limiting  entry  into 
the  banking  system  to  protect  existing  institutions  from 
competition  Moreover,  banks  themselves  want  new 


powers  Both  changes  tend  to  increase  the  level  of  risk 
to  the  banking  system. 

Attempting  to  limit  this  risk  by  stepping  up  on-site 
government  examinations  would  be  very  expensive. 
Worse,  it  would  tend  to  shift  responsibility  for  manage¬ 
ment  decisions  from  bank  management  to  regulators. 
The  banking  system  would  have  a  lower  level  of  risk, 
but  it  would  also  have  a  lower  level  of  potential  profit. 

For  the  same  reasons,  increasing  the  level  of  insurance 
may  not  be  appropriate,  either.  In  addition,  an  in¬ 
creased  level  of  insurance  could  provide  a  competitive 
advantage  to  banks  that  were  providing  new  services 
in  direct  competition  with  nonbanks.  The  public  would 
continue  to  remain  indifferent  to  the  strength  of  an 
institution  in  deciding  where  to  conduct  its  banking 
business. 

Regulatory  Approach  to  Risk 

Given  that  deregulation  will  almost  certainly  increase 
the  level  of  risk  for  banking  institutions,  the  regulators 
are  considering  three  approaches  to  handling  that 
risk.  First,  we  want  to  increase  the  amount  of  public 
disclosure  about  a  bank's  condition,  so  that  the  market 
can  play  a  more  informed  role  in  disciplining  institu¬ 
tions.  Beginning  with  the  June  30,  1983  Call  Report, 
we  intend  to  disclose  upon  request  information  about 
a  bank’s  past  due  loans,  maturity  structure,  rate  sen¬ 
sitivity,  and  commitments  and  contingencies. 

This  is  information  the  market  needs  to  make  informed 
decisions  on  deposits  and  investments.  Nor  is  there 
anything  very  radical  about  releasing  this  kind  of  data. 
Recently,  the  SEC  began  requiring  disclosure  of  loans 
to  foreign  borrowers  that  exceed  1  percent  of  total 
loans,  plus  a  discussion  of  the  financial  impact  of  any 
troubled  loans.  For  some  time,  the  SEC  has  also  re¬ 
quired  bank  holding  companies  to  disclose  some  in¬ 
formation  on  non-performing  loans,  rate  sensitivity, 
and  maturity  breakdown.  None  of  that  information  has 
brought  about  a  crisis  of  confidence  in  the  banking 
system  or  in  the  individual  institutions  making  the  dis¬ 
closure. 

Regulators  are  also  considering  changes  in  deposit 
insurance.  One  possibility  is  relating  the  size  of  the 
insurance  premium  or  rebate  to  the  level  of  risk  in  an 
institution.  It  may  also  be  possible  to  develop  some 
way  for  larger  depositors  to  suffer  some  degree  of  loss 
when  a  failed  institution  is  merged  or  otherwise  as¬ 
sisted  by  the  government. 

Finally,  government  is  seeking  ways  to  isolate  the  in¬ 
creased  risks  of  new  activities  outside  the  traditional 
bank  structure.  This  is  the  holding  company  concept 
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about  which  there  has  been  so  much  debate  over  the 
past  year  and  a  half. 

Holding  Company  Debate 

I  am  well  aware  that  there  are  different  points  of  view  in 
the  debate  about  bank  holding  companies.  But  it  may 
be  worthwhile  to  step  back  from  the  particulars  of  that 
debate  to  look  at  the  basic  policy  questions  behind  the 
argument. 

In  the  short  run,  the  banks’  position  on  revenue  bond 
underwriting  and  mutual  funds  has  some  merit.  In  all 
likelihood,  those  services  could  be  offered  within  the 
bank  without  posing  much  additional  risk.  There's  not 
much  difference  between  revenue  bonds  and  general 
obligation  bonds,  which  banks  already  underwrite. 
And  mutual  funds  may  be  less  risky  than  other  serv¬ 
ices  that  banks  already  provide. 

Having  said  that,  however,  I  would  urge  bankers  to 
look  a  little  further  down  the  road  beyond  the  immedi¬ 
ate  debate.  I  think  we  must  try  to  project  the  circum¬ 
stances  in  which  banking  institutions  would  be  allowed 
to  become  true  financial  service  companies,  along  the 
lines  of  a  Merrill  Lynch  or  Sears.  Because  of  the  sub¬ 
stantially  increased  level  of  risk  associated  with  grant¬ 
ing  banks  the  additional  powers  they  seek,  I  submit 
that  those  powers  are  most  likely  to  be  granted  within 
the  framework  of  the  bank  holding  company. 

Three  reasons  argue  strongly  for  this  approach.  First, 
the  holding  company  framework  permits  the  isolation 
of  higher  risk  activities  from  the  traditional  functions 
about  which  government  has  been  so  consistently 
concerned:  lending  for  commerce  and  safety  for  sav¬ 
ings. 

Second,  the  holding  company  framework  permits  the 
creation  of  the  infamous  level  playing  field.  Competi¬ 
tion  between  bank  holding  company  subsidiaries  and 
nonbank  institutions  could  be  conducted  under  the 
same  ground  rules.  If  a  holding  company  subsidiary 
provides  commodities  services,  it  would  be  regulated 
by  the  Commodities  Futures  Trading  Commission. 
Subsidiaries  providing  securities  services  would  come 
under  the  jurisdiction  of  the  Securities  and  Exchange 
Commission.  None  of  the  subsidiaries  would  be  able 
to  take  advantage  of  the  competitive  edge  banks  enjoy 
as  a  result  of  deposit  insurance.  By  the  same  token, 
subsidiaries  would  not  be  bound  by  banking  re¬ 
strictions. 

Finally,  the  holding  company  framework  may  provide  a 
more  effective  mechanism  for  managing  new  financial 
activities.  It  permits  management  to  set  up  the  new 
activities  in  separate  profit  centers.  It  allows  the  estab¬ 


lishment  of  different  compensation  systems  for  differ¬ 
ent  specialties.  It  makes  possible  some  variation  in 
corporate  culture.  It  may  even  make  it  easier  to  attract 
good  people  to  lead  and  staff  the  subsidiary  com¬ 
panies. 

What  Management  Skills  Are  Needed? 

The  question  of  how  additional  powers  are  to  be  inte¬ 
grated  into  traditional  banking  institutions  is  clearly 
important.  But  let  us  assume  for  the  moment  that  this 
question  is  answered  and  banks  get  the  new  powers 
you  need.  Equally  important  but  less  obvious  is  the 
question  of  how  you  will  manage  your  new  activities. 
What  kinds  of  new  skills  would  you  need?  What 
changes  would  be  required  in  your  approach  to  doing 
business7 

There  is  no  single  correct  answer  to  those  difficult 
questions.  Having  said  that,  however,  banks  can  begin 
to  develop  answers  by  focusing  their  attention  on  four 
fundamental  management  concerns. 

Strategic  Planning 

The  first  and  most  important  management  task  for  any 
bank  must  be  strategic  planning.  And  if  I  were  chief 
executive  officer  of  a  bank  facing  this  challenge,  I 
would  post  this  warning  on  the  front  of  every  planning 
document:  AVOID  FOLLOWING  THE  HERD. 

In  the  past,  the  restrictions  of  bank  regulation  have 
come  to  mean  that  one  bank  looked  pretty  much  like 
every  other  bank.  If  someone  managed  to  come  up 
with  a  new  service  or  product,  it  wasn't  long  before 
almost  all  banks  offered  roughly  the  same  service  or 
product. 

The  danger  in  removing  regulatory  restrictions  is  that 
suddenly  it  will  be  possible  for  all  banks  to  offer  a 
whole  new  range  of  services  or  products.  Please  note 
that  I  said  “possible,”  not  “advisable.”  The  fact  that  a 
service  is  legally  permissible  does  not  necessarily 
mean  it  makes  good  business  sense  for  your  institution 
in  your  particular  market.  You  cannot  let  your  lawyers 
become  the  driving  force  behind  your  strategic  plan. 

That  is  a  lesson  that  many  banks  should  have  learned 
after  the  Federal  Reserve  first  published  its  list  of  per¬ 
missible  activities  under  Regulation  Y.  When  the  list 
first  came  out,  there  was  literally  a  stampede  among 
major  banks  to  offer  virtually  every  permissible  service 
Banks  appointed  vice  presidents  of  corporate  devel¬ 
opment  to  manage  their  efforts  to  get  into  new  busi¬ 
nesses.  Young,  bright  and  aggressive,  these  people 
saw  these  new  businesses  as  an  opportunity  to  make 
their  mark — some  even  became  presidents  of  the  new 
businesses  they  acquired  or  started  up 


53 


All  over  the  country,  investment  bankers  called  on 
corporate  planners  with  briefcases  full  of  information 
about  finance  companies,  mortgage  companies,  and 
other  firms  that  were  ripe  for  acquisition.  Banks  devel¬ 
oped  their  strategic  plans  in  response  to  what  was 
available,  not  what  was  appropriate  to  their  circum¬ 
stances. 

Who  benefited  from  this  round  of  acquisitions?  Cer¬ 
tainly  the  stockholders  who  sold  out.  Certainly  the 
investment  bankers.  The  acquired  firms  may  have 
benefited  through  the  injection  of  new  capital.  But  it's 
not  at  all  clear  that  either  the  public  or  the  banks 
themselves  gained  any  significant  advantage  from 
their  venture  into  new  territory. 

The  only  way  banks  can  avoid  a  similar  experience  in 
the  next  round  of  deregulation  is  through  the  develop¬ 
ment  of  a  strategic  plan.  At  the  risk  of  stating  the 
obvious,  you  must  figure  out  which  activities  are  right 
for  you  in  terms  of  your  overall  corporate  goals. 

But  strategic  planning  cannot  stop  there.  You  must 
also  figure  out  how  you  will  get  synergy  among  the  new 
services  and  products  that  you  are  providing.  In  this 
instance,  at  least,  banks  can  profit  from  the  experience 
of  their  nonbank  competitors  who  have  learned  that 
synergy  is  not  always  obvious  or  inherent  in  financial 
services. 

For  example,  in  the  early  1970s,  there  was  a  popular 
theory  that  stockbrokers  could  sell  life  insurance  as  a 
sideline,  thereby  increasing  earnings  for  themselves 
and  their  firms.  It  didn't  work  out  that  way.  Nor  have 
insurance  companies  had  much  success  when  they 
tried  to  sell  mutual  funds. 

This  is  not  to  say  that  synergy  is  impossible — only  that 
it  takes  careful  planning  to  make  it  work.  The  premier 
example  of  success  is  probably  Merrill  Lynch's  Cash 
Management  Account.  It  combines  features  from  sev¬ 
eral  financial  services — checking  accounts,  debit 
cards,  margin  accounts,  and  mutual  funds — to  pro¬ 
vide  a  wholly  new  product  that  the  American  public 
clearly  likes  The  challenge  for  banks  will  be  to  come 
up  with  similarly  successful  product  and  service  com¬ 
binations.  The  key  is  to  focus  on  how  the  products  are 
designed  and  how  they  are  marketed. 

Marketing 

Marketing  will  present  a  key  management  challenge  to 
banks  in  a  less  regulated  environment.  This  is  not  just 
a  fancy  word  for  building  image  and  awareness  for 
your  institutions  It  is  not  adequate  simply  to  advertise 
that  you  are  big  and  safe  and  friendly  and  “full-serv¬ 
ice,"  whatever  that  means  Your  marketing  must  be 
product-  and  service-oriented. 


Government  will  no  longer  define  your  market  and  the 
services  you  provide.  You  will  be  responsible  for  doing 
your  own  market  analysis,  product  differentiation,  and 
market  segmentation. 

Innovation  will  become  more  important.  You  will  have 
to  make  decisions  about  how  to  use  new  technology 
and  new  powers  to  offer  different  and  better  financial 
services.  DIDC  will  not  be  around  forever  to  design 
standard  products.  Your  market  share  will  be  deter¬ 
mined  only  by  how  well  you  can  match  or  beat  the 
offerings  of  your  competitors. 

The  concept' of  marketing  is  regrettably  unfamiliar  to  a 
great  many  bankers.  They  may  find  it  useful  to  take  a 
lesson  from  the  retailing  industry  in  this  country.  For 
starters,  it’s  important  to  note  that  no  single  retail  in¬ 
stitution  serves  the  needs  of  the  entire  market  spec¬ 
trum.  Small  local  boutiques  and  gift  shops  thrive  side 
by  side  with  large,  diversified  institutions.  And  retailing 
is  not  a  static  industry.  K-Mart  was  not  much  more  than 
an  upstart  just  10  years  ago,  but  it  now  stands  toe-to- 
toe  with  Sears. 

Retailing  may  offer  another  important  lesson.  Unlike 
retailing,  banking  has  been  completely  vertically  inte¬ 
grated;  most  banks  manufacture,  wholesale  and  pro¬ 
vide  final  delivery  of  financial  services  to  the  public. 
Those  functions  can  be  split  up.  Some  of  you  may  want 
to  make  the  substantial  investment  in  technology  that 
will  be  necessary  to  manufacture  and  wholesale  finan¬ 
cial  services.  Others  may  choose  to  avoid  that  invest¬ 
ment  by  becoming  retailers  of  financial  services.  If  so, 
you  will  need  to  become  familiar  with  such  marketing 
concepts  as  merchandise  presentation  and  selection 
of  merchandise  mix,  price  and  quality,  in  order  to 
present  a  consistent  image  to  your  target  customers. 

People  Management 

The  successful  implementation  of  your  strategic  plan 
and  your  marketing  strategies  will  require  new  empha¬ 
sis  on  people  management.  To  put  it  in  its  most  simple 
terms,  you  will  need  different  kinds  of  people,  and  you 
will  need  to  reward  different  kinds  of  behavior. 

For  example,  consider  the  question  of  determining 
what  new  lines  of  business  you  want  to  enter.  In  the 
past,  vice  presidents  for  corporate  development  were 
rewarded  if  they  acquired  new  firms  for  their  banks. 
There  was  no  reward  for  keeping  a  bank  out  of  an 
inappropriate  business.  Yet  that  behavior  should  also 
be  rewarded  in  a  less  regulated  environment.  A  key 
management  task  will  be  devising  an  incentive  system 
that  rewards  such  behavior. 

Consider  the  question  of  how  you  reward  risk-taking  in 
different  parts  of  your  company.  What  may  be  appro- 


54 


priate  behavior  for  a  bank  loan  officer  will  not  be  ap¬ 
propriate  for  an  insurance  salesman.  What  are  the 
implications  of  these  differences  for  your  efforts  to 
promote  synergy  among  your  various  subsidiaries  or 
to  cross-sell  the  products  of  different  subsidiaries? 

Corporate  Culture 

All  of  these  questions  have  major  implications  for  the 
corporate  culture  of  banking.  It  is  a  culture  that  is 
based  on  management  habits  bred  from  years  of  legal 
restrictions  that  limited  the  incentive  to  change.  Hard 
as  it  will  be  to  remove  the  legal  restrictions,  I  fear  it  will 
be  even  harder  to  change  those  habits. 

The  fact  is  they  must  change.  The  existing  corporate 
culture  is  based  on  the  experience  of  the  past  several 
decades,  in  which  banks  were  virtually  the  only  pro¬ 
viders  of  some  kinds  of  financial  services.  If  the  public 
wanted  those  services,  they  had  no  other  choice  but  to 
go  to  a  bank. 

That  is  no  longer  the  case,  and  banking's  corporate 
culture  must  reflect  that  change.  The  challenge  you 
face  is  not  unlike  that  faced  by  AT&T  in  adjusting  to  an 
environment  in  which  it  no  longer  holds  a  virtual  mo¬ 
nopoly  in  telephone  services.  In  fact,  the  very  defini¬ 
tion  of  its  business  has  changed.  It's  no  longer  simply 
a  public  utility  providing  telephone  services.  It’s  a  tele¬ 
communications  and  information  processing  com¬ 


pany.  It’s  trying  to  become  an  entrepreneurial,  high 
technology,  marketing-oriented  corporation,  with  all 
the  attendant  changes  in  management  attitudes  and 
skills,  internal  controls,  and  incentive  systems. 

And  it  isn’t  easy.  AT&T  estimates  it  will  take  about  10 
years  to  make  the  necessary  transformation  in  its  cor¬ 
porate  culture.  It's  not  clear  that  banks  have  that  much 
time,  although  your  challenge  may  be  even  greater. 

Conclusion 

These  are  significant  management  tests  that  will 
stretch  you  to  the  limit.  But,  there  is  a  way  out,  although 
I  don't  think  you  would  choose  it.  You  won't  have  to 
deal  with  these  challenges  if  you  don’t  get  additional 
powers. 

Given  the  traditional  public  policy  concerns  about  the 
safety  and  soundness  of  the  banking  system,  not  get¬ 
ting  additional  powers  is  a  distinct  possibility.  In  my 
opinion,  the  prospect  becomes  even  dimmer  if  banks 
continue  to  push  for  additional  powers  within  the  bank, 
rather  than  through  some  kind  of  arm’s  length  arrange¬ 
ment  such  as  the  bank  holding  company. 

Far  from  fighting  the  holding  company  concept,  it 
seems  to  me  banks  should  be  championing  it.  It  may 
not  be  a  sure  thing,  but  right  now,  it’s  the  best  bet  in 
town  for  strengthening  banking's  competitive  position. 


Remarks  by  C.  T.  Conover,  before  the  American  Institute  of  Certified  Public 
Accountants,  Washington,  D.C.,  December  2,  1982 

“CPAs  and  Banks  in  a  Deregulated  Environment" 


I  am  pleased  to  be  here  today  to  talk  to  some  people 
who  will  play  an  important  role  in  maintaining  the 
safety  and  soundness  of  the  American  banking  sys¬ 
tem  over  the  coming  years.  The  cause  of  your  in¬ 
creased  importance  can  be  summed  up  in  one  word: 
deregulation. 

Deregulation  has  obvious  implications  for  banks  and 
bank  regulators.  But  its  implications  for  certified  public 
accountants  may  be  equally  important,  though  less 
readily  apparent.  That  is  the  issue  I  want  to  address 
today. 

I  want  to  approach  this  topic  from  two  angles.  First,  I 
want  to  look  at  deregulation  itself  and  what  it  means  for 
government's  role  in  assuring  the  safety  and  sound¬ 
ness  of  the  banking  system.  Then,  I  want  to  examine 


the  repercussions  of  bank  deregulation  for  the  ac¬ 
counting  profession. 

Deregulation 

The  fact  is  that  banks  must  be  further  deregulated  if 
they  are  to  compete  successfully  against  their  less 
regulated  nonbank  competitors.  To  my  mind,  there  are 
two  solid  reasons  for  moving  ahead  quickly  with  de¬ 
regulation. 

First,  the  public  will  gain  significant  benefits  from  the 
increased  competition  that  will  result  from  deregula¬ 
tion.  Those  benefits  will  take  the  form  of  more  innova¬ 
tive  products  and  services  that  are  available  at  a  lower 
overall  price  and  accessed  through  a  better  delivery 
system.  Second,  even  if  we  do  nothing,  the  financial 
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services  industry  except  for  banks  will  become  de¬ 
regulated  anyway.  The  public  doesn't  want  banks  per 
se;  it  wants  financial  services.  Without  bank  deregula¬ 
tion,  nonbank  competitors  will  supplant  traditional  de¬ 
pository  institutions  in  the  marketplace.  Maintaining 
our  current  level  of  bank  regulation  is  simply  not  an 
option. 

Having  said  that,  however,  I  believe  it  is  important  for 
those  of  us  involved  in  deregulation  to  understand  its 
implications  for  individual  banks  and  the  banking  sys¬ 
tem  as  a  whole.  Deregulation  means  that  banks  will  be 
given  the  ability,  and  even  encouraged,  to  be  different 
from  one  another — to  offer  different  services,  to  buy 
and  sell  funds  at  different  rates,  to  take  on  different 
risks.  Yet  our  system  of  bank  supervision  and  deposit 
insurance  has  come  to  assure  the  public  that  all  banks 
are  pretty  much  alike — all  offering  the  same  narrow 
range  of  services,  paying  the  same  rates  on  deposits, 
and  more  important,  having  the  same  risk  of  failure: 
almost  none. 

With  increasing  freedom  to  pursue  different  activities, 
the  banking  system  will  no  longer  look  so  homoge¬ 
neous.  Banks  will  be  more  responsive  to  market  needs 
and  more  adaptable  to  market  changes.  While  this 
change  will  improve  the  health  of  the  banking  system 
as  a  whole,  it  will  also  increase  the  level  of  risk  for 
individual  institutions. 


Increased  Risks 

Understandably,  increased  risk  may  well  bring  with  it 
demands  for  increased  regulation.  But  such  action 
would  be  a  mistake  for  two  reasons.  It  would  be  far  too 
expensive,  in  terms  of  both  dollars  and  human  re¬ 
sources.  More  important,  it  would  shift  responsibility 
for  management  decisions  from  banks  to  the  govern¬ 
ment.  By  limiting  the  degree  of  risk  that  government 
would  allow  banks  to  take,  government  would  also  be 
limiting  banks’  potential  to  make  a  profit.  Such  a 
course  of  action  runs  directly  counter  to  the  entire 
thrust  of  deregulation. 

Government  may  also  be  asked  to  limit  the  increased 
risk  by  raising  the  level  of  deposit  insurance.  Again,  I 
believe  such  action  would  be  a  mistake.  In  effect, 
insured  deposits  are  government-guaranteed  debt 
used  to  fund  bank  assets.  If  banks  and  thrifts  want  to 
gain  greater  freedom  to  price  their  liabilities  and  ex¬ 
pand  their  asset  powers,  they  must  be  prepared  to  do 
so  without  a  corresponding  increase  in  government 
deposit  insurance. 

Increased  deposit  insurance  would  tend  to  reduce  the 
incentive  for  banks  to  consider  risk  in  making  manage¬ 
ment  decisions.  They  would  be  much  freer  to  move 


into  high  risk  activities,  knowing  that  the  government 
would  always  be  there  to  bail  out  the  depositors.  De¬ 
positors  themselves  would  have  no  incentive  to  assess 
the  strength  of  an  institution  or  the  quality  of  its  man¬ 
agement  when  deciding  where  to  conduct  banking 
business.  In  effect,  both  banks  and  depositors  would 
reap  the  benefits  of  the  freedom  to  take  risks  without 
having  to  bear  the  responsibility  for  the  mistakes  such 
freedom  would  inevitably  bring. 

Increased  Market  Discipline 

Over  the  long  term,  the  most  desirable  way  to  effec¬ 
tively  limit  the  banking  system’s  vulnerability  to  risk  is 
through  increased  market  discipline.  The  question  is 
how  best  to  achieve  such  discipline. 

Government  can  help  promote  market  discipline  by 
modifying  current  policies  regarding  insurance.  For 
example,  we  need  to  explore  ways  for  large  depositors 
to  suffer  some  degree  of  loss  when  a  financial  institu¬ 
tion  gets  into  trouble  and  requires  government  as¬ 
sistance.  Large  depositors  should  incur  a  loss  even  if 
a  troubled  institution  is  merged  with  a  healthy  one. 

It  may  also  be  time  to  consider  some  form  of  risk- 
related  deposit  insurance  premiums,  in  order  to  assure 
that  those  who  take  risks  bear  the  potential  costs  as 
well  as  reap  the  rewards.  We  may  also  want  to  consider 
some  mixture  of  public  and  private  insurance. 

The  fact  is  that  bank  supervisors  will  have  to  rely  more 
on  the  market  to  discipline  banks.  But  the  market  will 
only  be  able  to  function  effectively  in  providing  disci¬ 
pline  to  the  banking  system  if  it  has  good  information 
about  the  banks  themselves.  It  needs  more  information 
than  is  presently  available.  And  the  quality  of  that 
information  must  be  improved,  in  terms  of  both  the 
integrity  of  data  within  individual  institutions  and  con¬ 
sistency  among  different  kinds  of  institutions. 

Implications  for  Accounting  Profession 

That’s  where  you  come  into  the  picture.  To  a  greater 
and  greater  degree,  bank  supervisors  and  the  market 
will  be  relying  on  CPAs  to  ensure  the  reliability  and 
usefulness  of  information  needed  to  assess  the  condi¬ 
tion  of  individual  institutions. 

For  starters,  we  are  considering  a  regulation  that  would 
require  CPA  audits  of  all  national  banks.  In  the  future, 
such  audits  could  take  the  place  of  a  part  of  regulatory 
examinations  for  supervisory  purposes.  We  believe 
there  is  probably  some  overlap  between  the  work  of 
bank  examiners  and  CPAs.  And  from  the  point  of  view 
of  a  bank's  examination/audit  committee,  that  overlap 
makes  no  sense.  If  we  were  able  to  rely  more  on  CPA 
audits,  we  could  eliminate  examination  procedures 
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that  duplicate  work  already  performed  by  CPAs.  That 
would  reduce  the  frequency  of  regulatory  visits  and 
permit  us  to  spend  more  time  focusing  on  specific 
problem  areas,  performing  off-site  analysis,  and  work¬ 
ing  with  problem  banks. 

But  CPA  involvement  may  not  end  with  traditional  fi¬ 
nancial  statement  audits.  We  are  exploring  other  pos¬ 
sible  areas  of  CPA  participation — reviewing  bank  con¬ 
trol  procedures  that  assure  compliance  with  laws, 
playing  a  larger  role  in  evaluating  asset  quality,  eval¬ 
uating  management  systems  and  plans,  and  exploring 
future  prospects. 

CPA  Audits  and  Bank  Examinations 

Right  now,  we  are  working  with  the  AICPA  Banking 
Committee  to  identify  the  examination  procedures  that 
could  and  should  be  performed  by  CPAs  and  those 
that  must  continue  to  be  performed  by  bank  exam¬ 
iners.  We  also  intend  to  work  with  the  committee  to 
develop  a  mutually  acceptable  reporting  format  and  to 
outline  certain  minimum  guidelines  for  the  perfor¬ 
mance  of  audit  procedures.  We  do  not  intend  the  result 
of  this  work  to  be  unduly  burdensome.  But  in  order  for 
the  audit  report  to  provide  a  sufficient  basis  for  evalua¬ 
tion  of  bank  condition,  it  should  include  adequate  de¬ 
tail  on  scope,  exceptions  and  results.  This  is  not  unlike 
the  long-form  report  typically  prepared  in  connection 
with  directors'  examinations.  Together  with  the  man¬ 
agement  letter  and  the  call  report  information,  such  a 
report  would  greatly  assist  regulators  in  off-site  evalua¬ 
tion  of  bank  condition. 

Since  we  would  be  relying  more  heavily  on  the  work  of 
CPAs,  we  obviously  would  be  more  concerned  about 
the  competence  of  the  firms  performing  bank  audits. 
For  that  reason,  we  would  probably  take  several  steps 
to  ensure  the  consistent  quality  of  the  audits  on  which 
we  would  be  relying.  The  SEC  has  adopted  one  ap¬ 
proach  to  this  problem.  There  may  well  be  others. 

Accounting  Issues 

The  point  of  all  this  work,  of  course,  is  to  produce  a 
body  of  information  about  individual  financial  institu¬ 
tions  that  will  permit  both  the  regulators  and  the  gen¬ 
eral  public  to  do  a  better  job  of  determining  the  condi¬ 
tion  of  banks  and  thrifts.  If  CPAs  are  to  assume  a 
greater  role  in  generating  this  information,  however, 
several  fundamental  accounting  issues  must  be  re¬ 
solved.  At  the  moment,  two  issues  seem  particularly 
pressing — current  value  accounting  and  the  treatment 
of  international  loans. 

There  is  no  question  that  we  must  develop  a  more 
meaningful  measurement  system  for  bank  assets  and 
liabilities.  The  simple  fact  is  that  the  present  measure¬ 


ment  system  has  not  kept  pace  with  changes  in  bank¬ 
ing  and  the  banking  environment.  Banks  and  their 
nonbank  competitors  have  grown  more  similar  to  each 
other;  banks  as  a  class  of  institutions  are  no  longer 
unique.  Moreover,  inflation  and  the  volatility  of  interest 
rates  have  made  financial  statements  based  on  histor¬ 
ical  costs  significantly  less  meaningful.  The  rate  sen¬ 
sitivity  of  bank  assets  and  liabilities  demands  that  fi¬ 
nancial  disclosure  reflect  economic  conditions. 

A  modified  version  of  current  value  accounting  may  be 
the  most  logical  way  to  improve  the  measurement  sys¬ 
tem.  The  historical  cost  system  no  longer  reflects  eco¬ 
nomic  reality. 

The  challenge  of  adjusting  the  measurement  system  to 
reflect  economic  reality  can  be  met  by  either  the  reg¬ 
ulators  or  the  accounting  profession.  We  would  prefer 
to  leave  the  decisions  to  you — if  you  act  quickly.  Let 
me  emphasize  the  importance  of  timely  action.  The 
regulators  are  all  looking  at  this  issue  with  consider¬ 
able  interest.  Clearly,  if  you  don’t  take  action  on  your 
own,  we  will. 

International  Loans 

The  second  major  area  of  concern  to  bank  accoun¬ 
tants  concerns  the  treatment  of  international  loans.  As 
the  year  draws  to  a  close,  this  issue  is  taking  on 
increasing  urgency,  as  I'm  sure  you  are  aware. 

Until  recently,  international  loans  represented  a  fairly 
small  percentage  of  bank  loan  portfolios.  Moreover, 
they  were  often  higher  quality  and  less  likely  to  be¬ 
come  delinquent  than  domestic  loans. 

That  is  no  longer  the  case.  As  the  headlines  over  the 
past  6  months  have  made  clear,  U.S.  banks  have  sig¬ 
nificant  lending  exposure  overseas,  and  some  of  those 
loans  are  in  trouble. 

When  the  risk  of  loss  in  some  international  loans  be¬ 
comes  unusually  high,  additional  provisions  to  the  loan 
loss  reserve  must  be  considered.  Many  banks  are 
already  doing  this.  The  problem  is  that  others  are  not 
recognizing  the  value  of  these  loans  in  a  realistic  way. 
For  that  reason,  bank  regulators  are  discussing  the 
possibility  of  some  sort  of  special  prudential  reserve 
for  problem  international  loans.  Even  without  action  by 
regulators,  however,  auditors  need  to  ensure  that  a 
bank’s  financial  statements  reflect  the  real  value  of 
these  loans. 

In  dealing  with  international  loans,  all  of  us — auditors 
and  regulators — must  be  conscious  of  the  signifi¬ 
cance  of  the  decisions  we  make.  These  are  not  simply 
theoretical  problems  we  are  facing  The  stakes  are 
very  real — U.S.  banks  have  some  $320  billion  in  inter- 
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national  loans  Our  accounting  decisions  over  the  next 
several  months  regarding  those  loans  may  well  influ¬ 
ence  bank  behavior  and  thus  affect  the  resolution  of 
international  economic  problems. 

Conclusion 

These  are  not  easy  challenges  facing  bank  accoun¬ 
tants  Their  resolution  will  be  felt  well  outside  the  ac¬ 


counting  profession.  The  answers  will  determine  how 
much  regulators  can  rely  on  CPAs  to  assess  the  condi¬ 
tion  of  a  bank.  The  answers  will  also  affect  the  market’s 
ability  to  evaluate  bank  quality  and  make  informed 
decisions.  In  a  very  real  sense,  you  will  help  the  market 
provide  the  discipline  necessary  to  assure  a  safe  and 
sound  banking  system  for  this  country.  We  are  eager  to 
work  with  you  in  meeting  this  challenge. 


Statement  of  C.  T.  Conover,  Comptroller  of  the  Currency,  before  the  Senate 
Committee  on  Banking,  Housing  and  Urban  Affairs,  Washington,  D.C., 
December  10,  1982 


I  welcome  this  opportunity  to  discuss  the  actions  of  the 
Office  of  the  Comptroller  of  the  Currency  concerning 
the  Penn  Square  Bank  of  Oklahoma  City,  which  was 
declared  insolvent  on  July  5,  1982. 

While  the  failure  of  the  Penn  Square  Bank  raises  many 
questions,  two  are  particularly  pertinent  to  the  agency: 

•  Why  did  the  bank  fail  despite  our  supervisory 
efforts? 

•  Should  our  bank  supervisory  procedures  and 
regulations  be  changed  in  light  of  the  failure 
and,  if  so,  how'? 

I  will  deal  principally  with  these  questions.  To  aid  the 
Committee  in  its  review  of  the  Penn  Square  Bank 
failure,  I  have  also  provided,  as  an  appendix  to  my 
statement,  a  summary  of  OCC  policies  and  pro¬ 
cedures  affecting  problem  banks  and  a  more  detailed 
history  of  OCC’s  supervision  of  Penn  Square  Bank. 

Overview  of  the  Failure 

To  understand  why  the  Penn  Square  Bank  failed  de¬ 
spite  our  regulatory  actions,  the  direct  cause  of  the 
failure  must  be  considered:  poorly  conceived  and 
poorly  documented  loans  that  violated  prudent  bank¬ 
ing  policies  and  procedures.  The  bank  had  concen¬ 
trated  its  loans  in  the  Oklahoma  oil  and  gas  production 
industry.  In  late  1981  and  early  1982,  that  industry 
suffered  a  severe  and  unexpected  decline.  Many  of 
Penn  Square's  major  customers  began  to  experience 
financial  difficulties  Rather  than  reducing  its  exposure 
to  these  firms,  Penn  Square  extended  more  credit  in  an 
effort  to  bail  out”  its  customers.  In  late  1981  and  early 
1982,  the  bank  originated  an  extraordinary  volume — 
over  $800  million — in  new  loans.  The  vast  majority  of 
those  new  loans  were  to  energy-related  borrowers. 

When  the  decline  in  the  oil  and  gas  industry  continued 
to  deepen,  many  of  the  new  loans  became  non-per¬ 


forming.  Loan  losses  greatly  exceeded  the  bank’s 
capital,  thus  resulting  in  a  book  insolvency.  Simul¬ 
taneously,  a  severe  decline  in  market  confidence  in  the 
bank  led  to  a  run-off  of  deposits  and  other  funding 
sources,  thus  causing  a  liquidity  insolvency.  Accord¬ 
ingly,  the  combination  of  a  large  volume  of  poor  quality 
credits  and  a  severe  downturn  in  economic  conditions 
directly  resulted  in  the  failure  of  the  bank.  A  primary 
cause  of  the  insolvency  was  that  the  Penn  Square 
management  heedlessly  disregarded  the  principles  of 
safe  and  sound  banking  and  failed  to  comply  with 
OCC  directives. 

OCC  Supervisory  Actions 

A  Chronology  of  Events 

In  1980  Penn  Square  Bank  was  assigned  a  “3”  rating 
under  the  Uniform  Financial  Institutions  Rating  System 
despite  the  absence  of  many  of  the  usual  quantitative 
indicators  for  a  bank  requiring  special  supervision. 
OCC  was  concerned  about  the  bank  because  of  its 
poor  liquidity  and  funds  management,  deficient  cap¬ 
italization,  and  lack  of  staff  expertise.  Essentially,  we 
thought  the  bank’s  resources  were  stretched  very  thin 
by  its  extremely  rapid  growth.  In  light  of  the  bank’s 
strengths,  however,  a  more  severe  ”4"  or  ”5”  rating  was 
not  warranted.  At  that  time,  the  overall  quality  of  the 
loan  portfolio  was  acceptable  and  its  earnings  ex¬ 
ceeded  those  of  its  peers. 

Because  of  its  weaknesses,  the  bank  was  placed  in 
OCC's  Special  Projects  Program  to  receive  additional 
supervision.  As  part  of  that  program,  we  required,  and 
the  bank  consented  to  implement,  remedial  measures 
for  the  identified  problems.  Through  a  formal  agree¬ 
ment  signed  by  each  director  under  12  USC  1818(b), 
OCC  required  the  bank,  its  board,  and  management 
to:  increase  capital;  formulate  and  implement  a  more 
stringent  loan  policy,  and  establish  improved  internal 
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review  procedures  to  enforce  that  policy;  develop  and 
implement  acceptable  policies  on  liquidity,  asset,  and 
liability  management;  and  evaluate  and  strengthen  its 
staff  and  management. 

The  formal  agreement,  signed  in  September  1980, 
was  consistent  with  our  guidelines  relating  to  problem 
banks.  The  Office  thereafter  undertook  to  monitor  im¬ 
plementation  and  compliance  by  the  bank  with  that 
agreement.  The  bank  was  examined  with  the  same 
scope  and  frequency  accorded  other  “3”  rated  banks. 

We  expressed  concern  over  the  concentration  of  cred¬ 
its  to  oil  and  gas  interests  and  questioned  whether 
such  a  concentration  was  consistent  with  prudent  risk 
diversification.  Nevertheless,  we  felt  that  the  decision 
of  whether  the  bank  should  continue  to  make  loans  in 
the  oil  and  gas  industry,  provided  such  loans  were  of 
good  quality,  was  within  the  discretion  of  management 
and  the  board.  The  bank’s  strong  prior  earings  record 
and  the  then  favorable  prospects  of  1980  for  the  en¬ 
ergy  industry  mitigated  our  concerns  regarding  those 
loan  concentrations.  We  did  not  feel  that  restrictions  on 
the  growth  of  the  bank  were  necessary  or  appropriate 
if  such  growth  conformed  to  the  terms  of  the  agree¬ 
ment,  particularly  the  requirement  that  capital  be  main¬ 
tained  at  7.5  percent  of  assets. 

After  initial  resistance,  the  bank's  management  agreed 
to  implement  OCC’s  proposed  remedial  measures.  By 
September  1981,  the  bank  appeared  to  have  substan¬ 
tially  complied  with  most  of  the  OCC  directives.  More 
particularly,  the  bank  had  adopted  an  adequate  capi¬ 
tal  plan;  had  increased  its  capital  to  an  acceptable 
level;  had  hired  experienced  management  and  lend¬ 
ing  officers;  had  adopted  an  adequate  loan  policy  that 
required  approval  by  a  committee,  the  Chairman,  or 
the  President  of  all  loans  over  $50,000;  had  created  an 
internal  loan  review  procedure  to  ensure  compliance 
with  the  policy;  had  adopted  acceptable  policies  on 
liquidity,  asset  and  liability  management;  and  had 
hired  a  new  chief  financial  officer  to  oversee  that  area. 
Most  significantly,  the  bank  had  brought  on  a  new 
management  team  which  appeared  to  be  competent, 
in  control,  and  fully  committed  to  improve  the  bank’s 
condition  in  a  manner  consistent  with  OCC  directives. 

In  normal  circumstances,  such  measures  could  be 
expected  to  improve  the  bank’s  condition  Thus,  the 
"3"  rating  was  continued  through  the  September  1981 
examination.  However,  following  the  September  1981 
examination,  largely  in  response  to  difficulties  in  the 
energy  industry,  the  bank  engaged  in  various  transac¬ 
tions  which  were  wholly  inconsistent  with  prudent 
banking  practices  and  in  wholesale  disregard  of 
agreed  upon  lending  policies  and  procedures.  These 
actions  made  the  failure  of  Penn  Square  Bank  inevita¬ 
ble. 


As  previously  noted,  between  the  September  1981 
examination  and  the  commencement  of  our  examina¬ 
tion  in  April  1982,  the  bank  originated  approximately 
$800  million  in  new  loans  largely  to  its  oil  and  gas 
customers  who  were  beginning  to  experience  financial 
difficulties  due  to  a  severe  decline  in  their  industry. 
Domestic  drilling  activity  (as  represented  by  the  num¬ 
ber  of  active  drilling  rigs)  was  substantial  and  growing 
until  late  1981,  at  which  time  the  industry  faltered. 
Penn  Square's  lending  continued  to  increase  beyond 
that  time  in  disregard  of  the  industry’s  decline. 

Many  of  those  loans  were  of  poor  quality  and  violated 
the  internal  lending  policies  and  review  procedures 
mandated  by  OCC.  The  extraordinary  volume  of  loans 
generated  was  almost  twice  the  size  of  the  bank.  It  is 
virtually  impossible  to  prudently  manage  such  explo¬ 
sive  growth.  By  the  bank’s  own  count,  there  were  over 
3,000  documentation  exceptions  in  the  loan  portfolio. 
Many  liens  were  not  filed,  some  had  not  been  taken, 
and  some  notes  were  even  unsigned.  A  large  percent¬ 
age  of  those  loans  eventually  resulted  in  loss  which 
caused  the  bank's  failure.  Of  the  $49.1  million  in  assets 
eventually  classified  as  loss,  approximately  $28.5  mil¬ 
lion  (or  58  percent  of  losses)  had  been  booked  after 
the  September  1981  examination.  Had  the  examina¬ 
tion  initiated  in  April  1982  been  completed,  the  bank's 
rating,  would  certainly  have  been  increased  from  a 
composite  “3”  to  a  composite  ”5.’’  The  declaration  of 
insolvency,  however,  overtook  such  a  redesignation. 

Reason  for  Failure  Despite  OCC  Supervision 

The  bank  failed  despite  OCC’s  supervision,  in  signifi¬ 
cant  part,  because  bank  management  acted  impru¬ 
dently  and  abandoned  their  compliance  with  our  re¬ 
medial  directives.  If  the  bank  had  fully  implemented 
the  terms  of  the  agreement,  its  condition  would  not 
have  deteriorated  so  rapidly  and,  very  probably,  would 
have  improved.  Indeed,  OCC  supervisory  procedures 
and  directives,  as  we  followed  with  respect  to  Penn 
Square  Bank,  have  proven  to  be  overwhelmingly  effec¬ 
tive  with  "3”  rated  banks. 

The  management  of  Penn  Square  failed  or  refused  to 
adhere  fully  to  the  agreement  which  likely  would  have 
prevented  the  failure.  We  received  repeated  as¬ 
surances  from  management  and  the  board  of  directors 
that  the  bank  would  fully  comply  with  the  agreement.  If 
Penn  Square  had  ever  openly  refused  to  cooperate 
with  our  supervisory  efforts,  OCC  would  have  taken 
stronger  action. 

By  the  time  OCC  returned  to  the  bank  in  April  1982,  the 
bank  had,  during  the  few  months  between  examina¬ 
tions,  radically  altered  its  course  and  thereby  assured 
its  own  failure.  The  bank's  extraordinary  imprudence 
resulted  in: 
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•  classified  assets  which  were  352  percent  of 
gross  capital  funds 

•  delinquency  in  almost  13  percent  of  the  loan 
portfolio 

•  more  than  3,000  credit  and  collateral  documen¬ 
tation  exceptions 

The  conduct  of  some  bank  officials  was  so  egregious 
as  to  warrant  our  referral  of  particular  matters  to  the 
United  States  Attorney  for  possible  criminal  prosecu¬ 
tion. 

We  followed  established  and  generally  successful  ex¬ 
amination  and  supervisory  procedures  in  addressing 
the  problems  of  the  bank  based  upon  the  facts  known 
to  us  at  the  time.  However,  our  experience  with  Penn 
Square  demonstrates  that  the  agency’s  supervisory 
effectiveness  is  to  some  extent  limited  by  the  respon¬ 
siveness  (or  unresponsiveness)  of  a  bank’s  manage¬ 
ment  and  board  to  our  efforts.  Over  the  long  term, 
OCC  will  usually  detect  and  overcome  management 
resistance.  However,  in  the  short  term,  our  supervisory 
efforts  can  be  defeated  by  a  bank  management  that 
promises  one  thing  and  does  another.  Such  actions 
are  irresponsible  in  the  best  of  times.  They  are  disas¬ 
trous  in  an  economic  environment  that  changes  very 
quickly,  as  did  the  oil  and  gas  industry.  Essentially,  this 
is  what  occurred  at  Penn  Square. 

Limits  of  Federal  Bank  Supervision 

The  extent  to  which  OCC  can  or  should  direct  the 
affairs  of  national  banks  is  practically  limited.  Our 
banking  system  is  a  private  enterprise  system.  Consis¬ 
tent  with  our  nation’s  fundamental  economic  philoso¬ 
phy,  the  basic  strategy  of  the  federal  bank  supervisory 
agencies  is  to  work  with  bank  management  to  detect 
and  control  the  risk  exposure  of  their  institutions,  and 
to  assure  a  high  level  of  bank  compliance  with  applica¬ 
ble  laws  and  regulations.  The  role  of  OCC  may  be 
defined  as  supervisory.  We  do  not  take  over  and  man¬ 
age  institutions;  we  do  not  substitute  for  private  man¬ 
agement.  However,  if  a  bank  refuses  to  cooperate, 
OCC  vigorously  enforces  laws  and  prudent  banking 
standards  within  the  limits  of  due  process. 

In  extreme  cases,  OCC  can,  consistent  with  statutory 
requirements,  remove  or  suspend  an  officer,  or  order 
that  bank  management  carry  out  or  refrain  from  partic¬ 
ular  acts. 

Generally,  however,  when  a  bank  is  experiencing  prob¬ 
lems  and  requires  special  supervision,  OCC  will  direct 
the  bank  management  to  implement  remedial  meas¬ 
ures  and,  when  appropriate,  we  will  order  such 
changes  through  formal  and  informal  administrative 
actions. 


In  the  final  analysis,  the  agency’s  ability  to  affect  the 
condition  of  a  bank  depends  upon  the  execution  of  our 
directives  by  the  officers  and  directors  of  the  bank.  It  is 
not  desirable  for  the  regulator  to  substitute  for  bank 
management.  A  necessary  consequence  of  this  prop¬ 
erly  limited  role  of  bank  supervisors  is  that  some  banks 
can  and  will  fail  despite  our  best  efforts.  In  the  short 
term,  unless  we  permanently  assign  a  team  of  national 
bank  examiners  to  review  all  decisions  made  by  a 
bank,  management  can  deceive  us  as  to  whether  it  is 
complying  with  our  directives.  Despite  this  risk,  the 
agency  must  presume  the  honesty  and  good  faith  of 
management.  The  bank  supervisory  system  could  not 
operate  under  a  presumption  of  management  dishon¬ 
esty. 

Penn  Square’s  disregard  of  the  agreement  was  not 
detectable  by  OCC’s  remote  monitors  because  the 
violations  were  basically  qualitative  rather  than  quan¬ 
titative  in  nature.  The  data  in  current  call  reports  does 
not  readily  reflect  changes  in  the  quality  of  a  loan 
portfolio  between  examinations.  The  recently  an¬ 
nounced  changes  in  call  report  data  should  help  to 
alleviate  this  problem. 

More  Stringent  Action  Was  Not  Warranted 

Would  the  failure  have  been  prevented  if  OCC  had 
made  more  extensive  use  of  its  formal  administrative 
powers?  In  my  opinion,  no. 

OCC  had  considered  issuing,  and  indeed  had  threat¬ 
ened  to  issue,  a  Cease  and  Desist  Order  against  the 
bank.  However,  in  practical  terms,  such  an  order 
would  have  contained  essentially  the  same  require¬ 
ments  as  the  agreement.  Moreover,  OCC  monitors 
day-to-day  compliance  with  orders  and  agreements  in 
essentially  the  same  way.  Finally,  in  light  of  the  appar¬ 
ent  cooperation  of  the  bank’s  management  and  direc¬ 
tors,  such  an  order  did  not  seem  warranted. 

Neither  removal  of  officers  nor  civil  money  penalties 
were  justified  in  light  of  the  information  known  to  us 
before  the  April  1982  examination.  While  OCC  was 
concerned  with  the  lending  activities  of  Mr.  Patterson, 
Senior  Executive  Vice  President  in  charge  of  the  en¬ 
ergy  department,  prior  to  the  spring  of  1982,  we  did 
not  believe  that  his  activities  or  those  of  anyone  else 
were  sufficiently  egregious  to  satisfy  the  requirements 
for  removal  under  12  USC  1818(e)(1).  By  the  time  we 
became  aware  of  information  that  would  have  justified 
the  removal  of  any  officer  or  director,  the  damage  to  the 
bank  had  been  incurred  and  its  failure  was  all  but 
inevitable. 

The  Lessons  of  Penn  Square 

Finally,  we  come  to  the  other  question:  Should  bank 
supervision  and  regulation  be  changed  in  light  of  the 
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failure?  As  noted  before,  the  primary  reason  for  the 
bank’s  failure  despite  OCC  supervisory  efforts  was  that 
imprudent  banking  practices  resulted  in  so  rapid  a 
deterioration  that  OCC  had  insufficient  time  to  imple¬ 
ment  effective  remedial  measures.  During  the  period 
between  our  examinations,  and  contrary  to  its  as¬ 
surances,  the  bank  went  on  a  binge  of  imprudent 
lending.  Pushed  on  by  unrealistic  optimism  for  a  recov¬ 
ery  of  the  energy  industry  or  in  an  effort  to  hang  on  and 
minimize  losses,  the  bank  went  too  far  in  extending 
new  credit. 

Our  experience  with  Penn  Square  has  confirmed  cer¬ 
tain  conclusions  OCC  had  already  reached.  Under  our 
recently  implemented  policies,  OCC  will  examine  all 
"4”  and  “5"  rated  banks  and  “3”  rated  banks  with 
assets  of  more  than  $100  million  more  frequently.  OCC 
also  will  assign  more  of  its  examining  resources  to 
such  banks.  The  rapid  deterioration  of  Penn  Square 
Bank  between  exams  underscores  the  need  to  in¬ 
crease  the  frequency  of  examination  of  banks  with 
composite  ratings  of  “3"  or  higher. 

Among  the  other  specific  issues  that  the  OCC  is  fur¬ 
ther  reviewing  in  light  of  the  Penn  Square  Bank  experi¬ 
ence  are: 

•  Whether  OCC  should  provide  more  frequent  ex¬ 
aminations  for  banks  engaged  in  large  sales  of 
loans  and  participations; 

•  Whether  OCC  can  make  additional  improve¬ 
ments  in  its  remote  monitoring  system  to  in¬ 
crease  our  ability  to  detect  rapid  changes  in  a 
bank’s  loan  portfolio; 

•  How  OCC  might  better  use  information  ob¬ 
tained  while  examining  one  bank  in  examining 
other  banks;  and 

•  What  additional  information  about  banks 
should  be  publicly  disclosed. 

These  are  not  easy  questions,  but  they  must  be  an¬ 
swered.  Some  preliminary  conclusions  can  be  drawn 
from  the  Penn  Square  Bank  failure. 

The  adverse  effects  of  the  failure  could  have  been 
reduced  if  the  public  and  the  bank  regulators  had 
been  provided  with  better  and  more  timely  information 
on  the  condition  of  the  bank.  This  suggests  several 
remedial  measures  to  increase  the  quality  of  market 
discipline  and  supervisory  oversight  by  improving  the 
amount  and  quality  of  information  available,  particu¬ 
larly  from  non-registered  banks  (like  Penn  Square 
Bank)  that  are  exempt  from  many  disclosure  require¬ 
ments. 

First,  the  federal  bank  regulators  are  changing  the 
Report  of  Condition  and  Income,  commonly  known  as 


the  "call  report,”  to  provide  the  regulators  with  more 
information  about  banks.  To  permit  assessment  of  the 
quality  of  loans  and  leases,  banks  will  be  required  to 
report  data  on  past  due,  non-accrual  and  renegotiated 
loans  and  leases,  and  the  amount  of  charge-offs  and 
recoveries  during  the  reporting  period.  Other  revisions 
will  require  banks  to  report  maturities  of  assets  and 
liabilities  and  interest  rate  repricing  opportunities  to 
aid  in  the  analysis  of  rate  sensitivity  and  rate  risk. 
Finally,  to  provide  improved  reporting  of  income  and 
expenses,  all  banks  will  eventually  be  required  to  re¬ 
port  on  a  full  accrual  basis  of  accounting. 

Second,  we  intend  to  publicly  disclose  more  informa¬ 
tion  about  the  condition  of  banks.  Deregulation  should 
result  in  shifting  some  of  the  responsibilities  for  the 
discipline  of  banks  from  the  regulators  to  the  mar¬ 
ketplace.  If  the  marketplace  is  to  function  efficiently 
and  provide  adequate  safeguards  against  excessive 
risk,  market  participants  must  have  adequate  informa¬ 
tion.  For  that  reason,  information  on  loans  past  due  for 
90  days  will  be  made  public  beginning  with  the  June 
30,  1983  call  report.  The  Office  is  also  considering 
other  disclosures,  such  as  publication  of  income  state¬ 
ments  and  making  certain  types  of  enforcement  ac¬ 
tions  public. 

New  Legislation  Is  Not  Needed 

There  is,  however,  no  need  for  enactment  of  legislation 
at  this  time  to  address  the  specific  practices  that  led  to 
the  Penn  Square  Bank  failure.  That  failure  was,  in  large 
part,  an  aberration  arising  from  unique  circumstances. 
Penn  Square  Bank  justifies  neither  increased  regula¬ 
tion  nor  reduction  in  the  pace  of  deregulation  of  bank¬ 
ing. 

The  bank’s  failure  raises  in  stark  terms  a  fundamental 
regulatory  question:  Do  we  want  and  can  we  afford  a 
failsafe  banking  system9  The  answer  must  be  no. 

The  possibility  of  a  business  failure  plays  an  important 
role  in  the  free  enterprise  system.  Failures  remove  inef¬ 
ficient  firms  so  that  the  resources  they  consume  may 
be  allocated  to  their  more  efficient  competitors.  Most 
importantly,  the  threat  of  failure  is  essential  if  the  disci¬ 
pline  of  the  marketplace  is  to  function. 

The  lack  of  a  credible  threat  of  failure  can  have  two 
adverse  effects  upon  businesses.  First,  any  company 
may  not  operate  as  efficiently  if  not  faced  with  a  risk  of 
collapse.  The  threat  of  failure  motivates  banks  to  be 
vibrant  and  responsive  to  changing  needs  for  financial 
services.  Second,  a  business  that  cannot  fail  may  be 
inclined  to  imprudently  engage  in  high  risk  activities 
that  offer  potentially  large  profits.  This  second  effect 
has  profound  implications  for  banking  Indeed,  such 
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thinking  may  have  influenced  some  of  the  banks  that 
purchased  large  quantities  of  loans  and  participations 
from  Penn  Square  Bank.  They,  and  we,  have  undoubt¬ 
edly  learned  a  valuable  lesson  from  the  failure. 

The  risk  of  a  failure  motivates  investors  and  depositors, 
not  directly  involved  in  managing  the  bank  but  who  still 
have  a  stake  in  its  soundness,  to  monitor  carefully  the 
performance  of  the  bank’s  management  with  regard  to 
risk  exposure. 

A  failsafe  banking  system  would  forfeit  these  important 
benefits.  It  would  also  incur  unacceptably  high  social 
and  financial  costs.  In  order  to  eliminate  the  risk  of 
serious  errors  or  transgressions  that  could  result  in  a 
bank's  failure,  the  freedom  of  bank  management  to 
make  business  decisions  would  be  curtailed  and  sup¬ 
planted  by  regulatory  supervision.  The  social  costs 
from  the  resulting  loss  of  individual  liberty,  en¬ 
trepreneurial  initiative,  and  industry  efficiencies  ob¬ 
viously  would  be  unacceptable.  Our  banking  system 
would  become  stagnant  and  unresponsive.  Further, 
such  a  system  would  require  almost  constant  exam¬ 
ination  of  banks  because,  as  we  have  seen  in  Penn 
Square,  a  bank  can  change  radically  in  a  very  short 
time.  The  maintenance  of  such  a  system  would  be 
extremely  expensive. 

The  public  interest  warrants  reasonable  supervisory 
safeguards  to  assure  a  safe,  sound,  and  efficient 
banking  system.  This  requires  a  high  degree  of  bank 
monitoring,  supervision  and,  in  some  cases,  even  co¬ 
ercion  to  prevent  excessive  bank  failures.  However,  the 
public  interest  would  not  be  well  served  by  a  regulatory 
system  that  is  so  restrictive  or  so  protective  as  to 
eliminate  the  risk  of  failure  altogether. 

The  failure  of  the  Penn  Square  Bank,  if  understood  in 
light  of  its  peculiar  circumstances  and  the  conduct  of 
its  management  and  directors,  does  not  demonstrate 
a  need  for  more  federal  regulation  of  banks. 

Appendix 

I.  Summary  of  OCC  Supervisory  Policies  and  Pro¬ 
cedures 

To  aid  the  Committee  in  understanding  OCC’s  super¬ 
visory  actions  regarding  Penn  Square,  OCC’s  relevant 
policies  and  procedures  will  be  briefly  described. 

A.  Uniform  Financial  Institutions  Rating  System 

All  the  federal  bank  supervisory  agencies,  including 
OCC,  use  the  Uniform  Financial  Institutions  Rating 
System  That  system  assigns  each  bank  a  numerical 
rating,  from  one  to  five  in  ascending  order  of  super¬ 
visory  concern,  reflecting  the  bank's  financial  condi¬ 


tion,  compliance  with  laws  and  regulations,  and  overall 
operating  soundness.  The  system  was  developed  in 
accordance  with  suggestions  from  the  General  Ac¬ 
counting  Office. 

Institutions  rated  composite  “1  ”  or  “2"  pose  no  serious 
supervisory  concern.  Those  rated  composite  “4”  or 
"5”  are  generally  characterized  by  unsafe,  unsound,  or 
other  seriously  unsatisfactory  conditions  and  carry  a 
relatively  high  possibility  of  failure  or  insolvency.  A 
composite  “3”  rating  indicates  an  institution  with  a 
combination  of  weaknesses  ranging  from  moderately 
severe  to  unsatisfactory.  This  rating  may  be  assigned 
to  banks  exhibiting  significant  non-compliance  with 
laws  or  regulations  or  those  whose  financial  condition 
is  weak  and  vulnerable  to  deterioration  if  business 
conditions  become  adverse.  Generally,  such  institu¬ 
tions  require  more  than  normal  supervision,  but  their 
overall  financial  condition  makes  failure  only  a  remote 
possibility. 

As  of  October  31 ,  1982,  the  number  of  national  banks 
in  each  composite  rating  were  as  follows: 

•  2,138  (47.6  percent)  were  rated  “1" 

•  1,992  (44.3  percent)  were  rated  "2" 

•  299  (6.7  percent)  were  rated  “3” 

•  49  (1.1  percent)  were  rated  “4” 

•  15  (0.3  percent)  were  rated  ”5” 

B.  OCC  On-Site  Examinations 

The  primary  supervisory  tool  used  by  the  OCC  to 
monitor  the  condition  of  national  banks  is  the  on-site 
examination  process.  The  three  types  of  commercial 
on-site  examinations  are:  “general,"  “specialized”  and 
“special  supervisory.”  A  general  commercial  examina¬ 
tion  covers  all  areas  of  the  bank's  operations.  However, 
frequent  use  of  the  exhaustive  general  examination 
procedures  is  neither  necessary  nor  desirable  for  most 
banks.  Accordingly,  other  more  targeted  examination 
procedures  are  also  used.  A  “specialized”  examina¬ 
tion  complements  the  general  examination,  but  its 
scope  is  limited  to  the  areas  of  significant  importance 
or  significant  change.  Finally,  a  “special  supervisory” 
examination  is  usually  limited  to  the  review  of  pre¬ 
viously  criticized  loans,  internally  identified  loan  prob¬ 
lems,  asset-liability  management,  and  compliance 
with  any  administrative  actions  or  other  enforcement 
documents  between  the  bank  and  OCC. 

The  type  and  frequency  of  on-site  examinations  of  a 
particular  bank  depend,  in  part,  upon  its  composite 
rating.  Under  the  policy  in  effect  between  January 
1979  and  March  1982,  banks  with  a  composite  “3" 
rating,  regardless  of  size,  were  examined  twice  every 
12  months  with  at  least  one  such  examination  sched- 
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uled  as  a  specialized  exam.  Those  rated  “4"  or  “5," 
regardless  of  size,  were  examined  twice  every  12 
months.  At  least  one  of  those  examinations  was  to  be  a 
general  examination  Under  the  current  policy,  all 
banks  rated  “4"  or  "5"  and  those  rated  “3”  with  over 
$100  million  in  assets  are  examined  twice  every  8 
months  with  one  examination  scheduled  as  a  special 
supervisory.  Banks  rated  “3”  with  under  $1 00  million  in 
assets  are  examined  twice  every  12  months  with  one 
examination  scheduled  as  a  special  supervisory. 

C.  OCC  Remote  Monitoring  Devices 

OCC  also  supervises  the  national  banking  system 
through  the  use  of  remote  monitoring  techniques.  The 
computerized  National  Bank  Surveillance  System 
(NBSS)  is  OCC’s  key  remote  monitoring  device.  The 
NBSS  is  primarily  designed  for  the  early  detection  of 
problem  banks  and  as  a  supervisory  and  administra¬ 
tive  system  for  the  OCC.  As  part  of  the  NBSS,  Uniform 
Bank  Performance  Reports  (UBPR)  are  produced  by 
the  FFIEC  from  a  data  base  obtained  from  official 
Reports  of  Condition  and  Income  and  other  reports 
submitted  by  banks.  The  UBPR  is  designed  for  use  by 
bank  management,  bank  examiners,  and  NBSS  spe¬ 
cialists  in  the  evaluation  of  banks. 

As  part  of  its  surveillance  program,  the  NBSS  each 
quarter  examines  all  national  banks  with  a  composite 
rating  of  “1"  or  “2”  by  means  of  an  early  warning 
system  called  the  Anomaly  Severity  Ranking  System 
(ASRS)  to  determine  which  will  receive  special  review. 
Banks  already  receiving  special  supervisory  attention 
and  with  a  composite  rating  of  “3,”  “4,”  or  “5”  are  not 
subject  to  ASRS  selection  and  review  since  these 
banks  are  already  receiving  continuous  attention  in  the 
special  projects  program.  The  ASRS  is  a  comput¬ 
erized  scoring  system  which  allocates  the  highest  nu¬ 
merical  score  to  those  banks  having  the  most  abnor¬ 
mal  positions,  changes,  and  trends  in  performance  or 
composition.  Those  banks  receiving  the  highest 
scores  under  the  ASRS  are  selected  for  review.  Such  a 
review  utilizes  the  skills  and  special  training  of  desig¬ 
nated  national  bank  examiners.  It  consists  of  an  analy¬ 
sis  of  the  Uniform  Bank  Performance  Report  and  other 
available  information.  The  NBSS  specialist's  conclu¬ 
sions  and  recommendations  are  presented  in  writing 
to  each  Regional  Administrator.  Identification  of  se¬ 
rious  conditions  of  present  or  potential  concern  results 
in  an  examination,  investigation,  or  discussion  with 
bank  management.  If  no  serious  conditions  are  found, 
the  bank  may  be  passed  with  no  further  action  re¬ 
quired. 

Finally,  the  NBSS  has  an  Action  Control  System  This 
element  is  a  separate  computerized  system  that  re¬ 


cords:  (a)  banks  selected  for  priority  review;  (b)  any 
conditions  of  concern  observed  by  the  NBSS  special¬ 
ists;  (c)  the  projected  date  correction  is  anticipated  for 
each  condition;  (d)  the  desired  level  for  each  condi¬ 
tion;  and  (e)  each  condition’s  current  status.  Status, 
progress,  and  summary  reports  are  rendered  at  inter¬ 
vals  to  Regional  Administrators  and  other  senior  OCC 
officials.  Conditions  of  concern  which  have  been  re¬ 
corded  in  this  monitoring  system  cannot  be  removed 
until  correction  has  been  achieved  or  until  the  bank  is 
placed  under  special  supervisory  attention  with  a  "3" 
rating  or  higher. 

D.  OCC  Administrative  Actions 

The  use  of  formal  and  informal  administrative  actions 
by  OCC  to  direct  banks  in  improving  their  regulatory 
compliance  and  financial  condition  depends  partially 
upon  the  composite  rating  of  the  subject  institution. 
This  policy  was  also  developed  in  accordance  with 
suggestions  from  the  General  Accounting  Office.  For 
banks  rated  “4”  and  “5,”  it  is  OCC  policy  to  take  formal 
administrative  action.  Typically,  such  action  will  involve 
Agreements  or  Cease  and  Desist  Orders  executed 
pursuant  to  our  enforcement  authority  (12  USC  1818). 
For  banks  rated  ”3,”  it  is  OCC  policy  to  consider  simi¬ 
lar  formal  administrative  action.  However,  if  formal  ac¬ 
tion  is  determined  to  be  inappropriate,  then  informal 
remedial  action  is  taken  through  the  use  of  a  Memo¬ 
randum  of  Understanding  between  the  Regional  Ad¬ 
ministrator  and  the  bank.  Of  course,  formal  administra¬ 
tive  actions,  if  appropriate,  may  be  taken  with  respect 
to  “1”  and  “2”  rated  banks. 

OCC  has  found  these  policies  generally  successful  in 
supervising  banks  requiring  special  attention,  particu¬ 
larly  3-rated  banks.  Sixty-six  percent  of  banks  as¬ 
signed  a  composite  rating  of  "3”  in  August  1980  were 
rated  “1”  or  "2,”  as  of  October  31,  1982,  23  percent 
were  stabilized  at  “3,”  and  7  percent  were  rated  "4"  or 
"5”.  An  additional  3  percent  had  been  acquired  in  non- 
supervisory  mergers,  and  1  percent  had  failed. 

II.  History  of  OCC  Supervision  of  Penn  Square 

The  investigation  and  review  of  this  matter  by  OCC  is 
still  continuing.  Nevertheless,  based  upon  what  we 
presently  know,  it  is  clear  that  the  OCC  supervisory 
personnel  followed  OCC  policies  and  procedures  in 
their  supervision  of  Penn  Square.  A  chronology  of 
events  affecting  Penn  Square  follows 

[The  chronology  is  not  reprinted  here  due  to  space 
limitations.  It  is  available  from  other  sources  and  ap¬ 
peared  in  substantially  similar  form  in  Volume  1.  Num¬ 
ber  3  of  the  Quarterly  Journal .] 
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Merger  Decisions — October  I  to  December  31,  1982 


I.  Mergers  consummated  involving  two  or  more  operating  banks 
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July  31,  1982  * 

Dominion  National  Bank  of  Northern  Virginia,  Vienna,  Va 
Commonwealth  Bank  and  Trust  Company  of  Virginia,  Ster¬ 


ling,  Va. 

Merger .  69 

October  1,  1982. 

Central  Fidelity  Bank,  National  Association,  Lynchburg,  Va 
Liberty  Bank  of  Bedford.  Bedford,  Va 

Merger .  70 

October  1,  1982 

Ellis  National  Bank  of  Volusia  County,  DeBary,  Fla 

Ellis  National  Bank  of  Ormond  Beach,  Ormond  Beach,  Fla 

Merger .  71 

October  1,  1982 

First  Citizens  National  Bank,  Tupelo,  Miss. 

Citizens  National  Bank  of  Columbus,  Columbus,  Miss. 

Purchase .  71 


October  1.  1982 

First  National  Bank  of  Central  Jersey,  Bridgewater  Township, 


N  J 

The  Manville  National  Bank,  Manville.  N  J 

Merger .  72 

October  1,  1982 

First  National  Bank  of  Dalton,  Dalton,  Ga 
Gordon  County  Bank.  Calhoun,  Ga 

Merger  .  73 

October  1,  1982 

The  First  National  Bank  of  Maryland.  Baltimore,  Md 
The  Detour  Bank,  Keymar,  Md 

Merger .  74 

October  1,  1982 


Key  Bank  of  Northern  New  York  National  Association,  Water- 


town.  NY. 

The  Farmers  National  Bank  of  Malone,  Malone,  N  Y. 

Merger .  75 

October  2,  1982 

First  National  Bank  of  South  Carolina,  Columbia,  S  C 
The  Peoples  National  Bank  of  Chester,  Chester,  S  C 

Merger .  76 

October  8.  1982 

Ellis  National  Bank  of  Tampa.  Tampa,  Fla 

Ellis  First  National  Bank  of  Dade  City,  Dade  City,  Fla 

Merger .  77 

October  9,  1982 

First  National  Bank  of  Florida,  Tampa,  Fla 
First  Independent  Bank,  N  A  ,  Sarasota,  Fla 

Merger .  78 

October  9,  1982 


First  National  State  Bank  of  West  Jersey,  Burlington  Town¬ 
ship,  N  J 

Two  Branches  of  First  Peoples  Bank  of  New  Jersey  Haddon 
Township,  N  J 

Purchase  ............  79 

October  9,  1982 

SouthTrust  Bank  of  Etowah  County,  National  Association,  At- 
talla,  Ala 

Coosa  Valley  Bank,  Rainbow  City,  Ala. 

Merger  .  80 

October  12,  1982 

The  Colonial  Bank  of  Birmingham,  National  Association,  Bir¬ 
mingham,  Ala 

Walker  County  Bank,  Jasper,  Ala 

Merger .  81 


*  Notice  of  this  merger  was  received  after  the  deadline  for  Volume  1 , 
Number  4  of  the  Quarterly  Journal 
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October  14,  1982 

The  St  Lawrence  National  Bank,  Canton,  N  Y 
First  National  Bank  of  Waterloo.  Waterloo,  N  Y 

Purchase .  82 

October  22,  1982 

Central  Fidelity  Bank,  N  A  ,  Richmond,  Va 
Central  Fidelity  Bank,  N  A  ,  Culpeper,  Va 

Merger .  83 

October  22,  1982 

Lincoln  Centre  Bank,  National  Association,  Dallas,  Tex 
Mercantile  Bank-North,  National  Association,  Dallas.  Tex, 

Purchase .  83 

October  25,  1982 
Virginia  National  Bank,  Norfolk,  Va 
First  National  Bank  of  Fries,  Fries,  Va 

Merger .  84 

October  30,  1982 

The  Connecticut  National  Bank,  Bridgeport,  Conn. 

Hartford  National  Bank  and  Trust  Company,  Hartford,  Conn 

Merger .  86 

October  31 ,  1982 

The  Citizens  and  Southern  National  Bank,  Savannah,  Ga 
The  Citizens  and  Southern  Bank  of  Dalton,  Dalton,  Ga 

Merger .  91 

October  31 ,  1982: 

The  Citizens  and  Southern  National  Bank,  Savannah.  Ga 
The  Citizens  and  Southern  Bank  of  Hart  County,  Hartwell,  Ga 

Merger .  92 

October  31 ,  1982 

The  Citizens  and  Southern  National  Bank,  Savannah,  Ga 
The  Citizens  and  Southern  Bank  of  Jackson,  Jackson,  Ga 
Merger .  93 


October  31 ,  1982 

The  Citizens  and  Southern  National  Bank,  Savannah,  Ga 
The  Citizens  and  Southern  Bank  of  Thomas  County, 


Thomasville,  Ga 

Merger .  94 

November  1 ,  1982 

American  National  Bank  of  Jacksonville,  Jacksonville,  Fla 
American  State  Bank,  Jacksonville,  Fla 

Merger .  .  95 

November  1 ,  1982 

Barclays  Bank  of  New  York,  New  York,  N  Y. 


Bankers  Trust  Company  of  Hudson  Valley,  National  Associa¬ 
tion,  Poughkeepsie,  N  Y 

Merger .  95 

November  1 .  1982: 

Vemce-Nokomis  Bank  and  Trust  Company,  Venice.  Fla 
First  National  Bank  of  Florida.  Tampa,  Fla 

Merger .  96 

November  1,  1982 

First  Interstate  Bank  of  Utah,  National  Association,  Salt  Lake 
City,  Utah 

Box  Elder  County  Bank,  Brigham  City,  Utah 

Merger .  97 

November  2,  1982 
Security  Trust  Company,  Miami,  Fla 
Northern  Trust  Bank  of  Florida,  National  Association  Miami 
Fla 

Merger .  98 

November  5,  1982 

Charleston  National  Bank,  Charleston,  W  Va 
The  First  National  Bank  of  South  Charleston,  South 
Charleston.  W  Va 

Purchase .  98 
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November  5.  1982 

The  First  National  Bank  of  Bertha,  Bertha,  Minn 

The  First  National  Bank  of  Verndale,  Verndale,  Minn, 
Purchase  . 

99 

December  1 1 ,  1982: 

Laconia  Peoples  National  Bank  and  Trust  Company,  La- 
coma,  N  H 

The  Franklin  National  Bank.  Franklin,  N  H 

November  5  1982 

Merger . 

113 

First  National  State  Bank  of  West  Jersey,  Burlington  Town¬ 
ship,  N  J 

One  Branch  of  The  Bank  of  New  Jersey,  Camden,  N  J 
Purchase  .  . 

100 

December  13,  1982 

The  Parkersburg  National  Bank,  Parkersburg,  W  Va, 

Union  Trust  National  Bank,  Parkersburg,  W  Va 

Merger . 

114 

November  12,  1982: 

Bank  of  Quitman  Quitman,  Ark 

First  National  Bank  of  Cleburne  County,  Quitman,  Ark 
Purchase 

101 

December  16,  1982 

Sun  First  National  Bank  of  Palm  Beach  County,  Delray 
Beach,  Fla 

Century  National  Bank  of  Palm  Beach  County,  West  Palm 

November  12.  1982 

Virginia  National  Bank,  Norfolk,  Va 

Beach,  Fla 

Merger . 

115 

Farmers  Bank  of  Mathews,  Mathews,  Va 

Merger . 

102 

December  17,  1982 

Bank  of  the  South.  N  A  ,  Atlanta,  Ga 

November  15,  1982 

United  National  Bank,  Plainfield,  N  J 

Athens  Bank  and  Trust  Company,  Athens,  Ga 

Merger . 

116 

Hunterdon  County  Trust  Company,  Califon,  N  J 

Merger  . 

103 

December  1 7,  1982: 

Sun  Bank,  N  A  ,  Orlando,  Fla 

November  19,  1982 

Central  Fidelity  Bank,  National  Association,  Richmond,  Va 
Central  Fidelity  Bank,  Charlottesville,  Va 

Sun  First  National  Bank  of  Lake  County,  Leesburg,  Fla 

Sun  First  National  Bank  of  Brevard  County,  Melbourne.  Fla 
Merger . 

117 

Merger . 

104 

December  20,  1982. 

November  19,  1982 

Oklahoma  National  Bank  and  Trust  Company,  Oklahoma 
City,  Okla 

The  First  Jersey  National  Bank/South,  Medford  Lakes  N  J 
Peoples  National  Bank  in  Lakewood.  Lakewood,  N  J 

Merger .  . 

117 

New  Oklahoma  National  Bank  and  Trust  Company, 
Oklahoma  City,  Okla 

Merger . 

104 

December  21 .  1982 

The  Regency  National  Exchange  Bank,  Brookfield.  Wis 
Jacobus  National  Bank,  Brookfield,  Wis. 

November  23,  1982: 

Purchase . 

118 

Gulfstream  Bank,  N  A  Boca  Raton,  Fla 

Gulfstream  National  Bank,  Tamarac,  Fla 

Merger  .  . 

105 

December  22,  1982 

Centerville  National  Bank,  Centerville,  Iowa 

Seymour  State  Bank,  Seymour  Iowa 

November  26,  1982, 

Purchase .  . 

119 

Commonwealth  Bank  and  Trust  Company,  National  Associa¬ 
tion,  Williamsport,  Pa 

The  Farmers  National  Bank  of  Watsontown,  Watsontown,  Pa 
Merger  . 

106 

December  23,  1982: 

Liberty  National  Bank  and  Trust  Company  of  Louisville, 
Louisville,  Ky, 

United  Kentucky  Bank,  Inc  ,  Louisville.  Ky 

December  1 ,  1982 

Merger .  . 

120 

Florida  National  Bank  of  Palm  Beach  County,  West  Palm 
Beach,  Fla, 

Nine  Branches  of  First  Marine  Bank  and  Trust  Company  of 
the  Palm  Beaches,  Riviera  Beach,  Fla 

December  23,  1982. 

Michigan  National  Bank — Central,  Grand  Rapids,  Mich 
Michigan  National  Bank— Wyoming,  Wyoming,  Mich 

Merger . 

122 

Purchase  . 

107 

December  23,  1982. 

December  1 ,  1982 

Marine  First  National  Bank,  Janesville,  Wis 

Marine  Tobacco  Exchange  Bank,  Edgerton,  Wis 

North  Carolina  National  Bank,  Charlotte,  N  C 

Bank  of  North  Carolina,  N.A.,  Jacksonville,  N.C 

Merger  .  . 

122 

Marine  First  Peoples  Bank,  Janesville,  Wis 

Merger  . 

108 

December  28,  1982: 

Manitowoc  Savings  Bank,  National  Association,  Manitowoc. 

December  1 .  1982 

Marine  National  Exchange  Bank  of  Milwaukee,  Milwaukee, 
Wis, 

Wis. 

East  Wisconsin  Trustee  Company,  Manitowoc,  Wis 

Merger .  . 

125 

Wisconsin  Marine  Bank,  Milwaukee,  Wis, 

Capitol  Marine  Bank,  Milwaukee,  Wis. 

Merger . 

109 

December  28,  1982: 

Sun  Bank  of  Jacksonville,  Jacksonville,  Fla 

December  1  1982 

The  National  Bank  and  Trust  Company,  Wilmington,  Ohio 
The  Peoples  National  Bank  of  Georgetown,  Georgetown, 
Ohio 

Century  National  Bank  of  Palatka,  Palatka,  Fla 

Sun  Interim  Bank/North  Florida,  National  Association,  Jack¬ 
sonville,  Fla. 

Merger . 

125 

Merger  . 

109 

December  30,  1982; 

December  3  1982 

Century  National  Bank  of  Broward  Fort  Lauderdale,  Fla 

Sun  Bank/Broward,  National  Association,  Wilton  Manors,  Fla 

First  National  Bank  of  Appleton,  Appleton,  Wis. 

Valley  National  Bank,  Appleton,  Wis. 

Merger  . 

126 

Merger  . 

111 

December  30,  1982: 

December  6  1982 

National  Bank  of  La  Jolla,  San  Diego,  Calif 

One  Branch  of  Heritage  Bank,  Anaheim,  Calif 

First  National  Bank  of  Shelby,  Shelby,  Ohio 

Two  Branches  of  First  Buckeye  Bank,  N  A  ,  Plymouth,  Ohio 
Purchase . 

127 

Purchase  . 

111 

December  31 ,  1982 

December  10  1982 

Pittsburgh  National  Bank  Jeannette.  Pa 

County  Trust  Company  Somerset,  Pa 

Merger 

112 

The  Citizens  and  Southern  National  Bank  of  South  Carolina, 
Charleston,  S.C. 

Carolina  National  Bank,  Easley,  S.C 

Purchase . 

128 
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December  31 ,  1982: 

The  Citizens  National  Bank  of  Boone,  Boone,  Iowa 

The  Farmers  Savings  Bank,  Stratford,  Iowa 

Purchase .  129 

December  31 ,  1982: 

Exchange  Bank  and  Trust  Company  of  Florida,  National  As¬ 
sociation,  Tampa,  Fla 

Exchange  Bank  of  Polk  County,  National  Association,  Winter 
Haven,  Fla, 

Exchange  Bank  of  Lee  County,  National  Association,  Fort 
Myers,  Fla 

Exchange  Bank  of  Osceola  County,  National  Association, 
Kissimmee,  Fla 

The  Exchange  National  Bank  of  Lake  County,  Clermont,  Fla 

Exchange  Bank  of  Charlotte  County,  National  Association, 
Englewood,  Fla 

Exchange  Bank  of  Sarasota  County,  National  Association, 
Sarasota,  Fla 

Exchange  Bank  of  Collier  County,  National  Association,  Na¬ 
ples,  Fla 

Exchange  National  Bank  of  Manatee  County,  Bradenton,  Fla 

Merger .  130 


December  31 ,  1982 

First  National  Bank  of  Southwestern  Ohio,  Monroe,  Ohio 
First  National  Bank  in  Camden,  Camden.  Ohio 

Purchase .  131 

December  31 ,  1982 

Gulfstream  Bank,  National  Association,  Boca  Raton,  Fla 
Peoples  Downtown  National  Bank,  Miami,  Fla 

Merger .  132 

December  31 ,  1982 

Hunterdon  County  National  Bank  of  Flemmgton  Raritan 
Township,  N  J 

First  National  State  Bank  of  Northwest  Jersey,  Succasunna 
N  J 

Merger .  133 

December  31 ,  1982, 

Sun  Bank/Southwest,  Cape  Coral,  Fla 
Century  National  Bank  of  Lee  County,  Lehigh  Acres,  Fla 
Sun  Interim  Bank/Southwest,  National  Association,  Cape 
Coral,  Fla 

Merger .  134 


II.  Mergers  consummated  involving  a  single  operating  bank 
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Ind 


Pa 


July  30,  1982  * 

American  National  Bank  of  Champaign,  Champaign,  III 
American  Bank  of  Champaign,  National  Association,  Cham¬ 
paign,  III 
Merger 

October  1,  1982 

The  American  National  Bank  of  Vincennes,  Vincennes,  Ind 
ANB  National  Bank,  Vincennes,  Ind 

Merger . 

October  1,  1982. 

Citizens  First  National  Bank  of  New  Jersey,  Ridgewood.  N  J 
CF  National  Bank,  Ridgewood.  N.J 

Consolidation . 

October  1 ,  1982 

First  National  Bank  of  Warsaw,  Warsaw, 

Warsaw  National  Bank,  Warsaw,  Ind 

Merger . 

October  1 ,  1982: 

National  Bank  of  Boyertown,  Boyertown, 

National  Boyertown  Interim  Bank,  Boyertown,  Pa 

Merger . 

October  1,  1982 

National  Bank  of  Earlville,  Earlville,  III. 

Second  National  Bank  of  Earlville,  Earlville,  III 
Merger 

October  1 ,  1982 

The  Union  National  Bank  of  Clarksburg,  Clarksburg,  W  Va 
Union  National  Bank  of  West  Virginia,  Clarksburg,  W  Va 
Merger 

October  18,  1982 

The  Harpeth  National  Bank  of  Franklin,  Franklin,  Tenn 
First  Tennessee  Bank  National  Association  Franklin,  Franklin 
Tenn 

Merger . 

October  20,  1982 

The  Exchange  National  Bank  of  Colorado  Springs,  Colorado 
Springs,  Colo 

Colorado  National  Bank  — Colorado  Springs,  Colorado 
Springs,  Colo 

Merger . 


135 


135 


136 


136 


136 


136 


137 


137 


137 


*  Notice  of  this  merger  was  received  after  the  deadline  for  Volume  1 , 
Number  4  of  the  Quarterly  Journal 
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October  22,  1982 
Citizens  National  Bank,  Fries,  Va 
Virginia  National  Bank/Fries,  Fries,  Va 

Consolidation .  138 

October  29,  1982. 

Citizens'  National  Bank  of  Linton,  Linton,  Ind 
Greene  County  National  Bank,  Linton,  Ind 

Merger .  138 

November  1.  1982. 

First  Farmers  and  Merchants  National  Bank  of  Columbia, 


Columbia,  Tenn 

First  Interim  National  Bank,  Columbia,  Tenn 

Merger .  139 

November  1 ,  1982 

The  First  National  Bank  of  Amarillo,  Amarillo,  Tex 
First  National  Amarillo  Interim  Bank,  Amarillo,  Tex, 

Merger .  139 

November  1 ,  1982: 


The  Peoples  National  Bank  of  Shelbyville,  Shelbyville,  Tenn. 
The  New  Peoples  National  Bank  of  Shelbyville,  Shelbyville, 


Tenn. 

Merger .  139 

November  2,  1982 

The  First  National  Bank  of  Brenham,  Brenham,  Tex 
Brenham  Bank,  National  Association,  Brenham,  Tex 

Merger .  139 

November  5,  1982 
First  National  Bank,  Elkhart,  Ind 
Second  National  Bank  of  Elkhart,  Elkhart,  Ind 

Merger .  ,  . 140 

November  8,  1982 

Alameda  National  Bank,  Lakewood,  Colo 
Alameda  National  Bank  of  Lakewood,  Lakewood,  Colo 

Merger .  140 

November  9,  1982 

Southern  Michigan  National  Bank,  Coldwater,  Mich 
SM  National  Bank,  Coldwater,  Mich 

Merger .  140 

November  29,  1982 

First  National  Bank  of  Fairbanks,  Fairbanks,  Alaska 
First  Interim  National  Bank  of  Fairbanks.  Fairbanks.  Alaska 

Consolidation .  140 

November  30,  1982 

National  Bank  of  Alaska,  Anchorage,  Alaska 

New  National  Bank  of  Alaska,  Anchorage,  Alaska 

Merger .  141 
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November  30.  1982 

The  National  Bank  of  Walton  County,  Monroe,  Ga 
The  New  National  Bank  of  Walton  County,  Monroe,  Ga 


Consolidation .  141 

December  1,  1982. 

First  National  Bank,  San  Diego,  Calif 
New  First  National  Bank,  San  Diego,  Calif 

Merger .  .  .  141 

December  1,  1982: 


The  Washington  County  National  Bank  of  Abingdon,  Abing¬ 
don,  Va 

Central  Fidelity  Bank,  National  Association,  Southwest,  Ab¬ 


ingdon,  Va 

Merger  .  142 

December  4,  1982 

The  State  National  Bank  of  Maysville,  Maysville,  Ky. 

SNB  National  Bank,  Maysville,  Ky. 

Consolidation .  142 

December  6.  1982 

Colonial  National  Bank,  Wilmington,  Del 
Colonial  Interim  National  Bank,  Wilmington,  Del 

Merger .  142 

December  7,  1982: 


The  Peoples  National  Bank  of  Central  Pennsylvania,  State 


College,  Pa 

Lion  Country  National  Bank,  State  College,  Pa. 

Merger .  143 

December  13,  1982: 

First  National  Bank  of  Morton  Grove,  Morton  Grove,  III 
FMG  Bank.  National  Association,  Morton  Grove,  III. 

Merger .  143 

December  15,  1982: 


First  American  Bank-Eastern,  National  Association,  King¬ 
sport,  Tenn 

First  American  Interim  Bank,  National  Association,  King¬ 


sport,  Tenn. 

Consolidation .  143 

December  16,  1982: 

The  First  National  Bank  of  Pikeville,  Pikeville,  Ky. 

FNBP  National  Bank,  Pikeville.  Ky. 

Merger .  143 

December  16,  1982: 

Fort  Knox  National  Bank,  Fort  Knox,  Ky 
FK  Bank,  National  Association,  Fort  Knox,  Ky. 

Merger .  144 
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December  27,  1982: 

The  Second  National  Bank  and  Trust  Company  of  Lexington, 
Lexington,  Ky. 

New  Second  National  Bank  and  Trust  Company  of  Lex¬ 
ington,  Lexington,  Ky 

Merger .  144 

December  29,  1982: 

Citizens  First  National  Bank  of  Princeton,  Princeton,  III 
Citizens  First  Interim  Bank,  National  Association,  Princeton, 

III. 


Merger .  144 

December  30,  1982: 

Chesapeake  National  Bank,  Kilmarnock,  Va. 

Chesapeake  Bank,  N.A  ,  Kilmarnock,  Va 

Merger .  145 

December  30,  1982: 

First  Buckeye  Bank,  N  A  ,  Plymouth,  Ohio 
First  Buckeye  Bank,  National  Association,  Mansfield,  Ohio 
Merger  145 

December  30,  1982: 

Ocean  County  National  Bank,  Point  Pleasant,  N  J. 

Ocean  National  Bank,  Point  Pleasant,  N  J. 

Merger .  145 

December  31 ,  1 982: 

El  Paso  National  Bank,  El  Paso,  Tex 
New  El  Paso  National  Bank,  El  Paso.  Tex. 

Merger .  146 

December  31 ,  1982: 

First  National  Bank  in  Wichita,  Wichita  Kans 
First  Interim  National  Bank,  Wichita,  Kans. 

Consolidation .  .146 

December  31 ,  1982: 

The  First  National  Bank  of  Bellville,  Bellville,  Tex 
Bancorporation  National  Bank,  Bellville,  Tex. 

Merger .  146 

December  31 ,  1982: 

National  Bank  of  Urbana,  Urbana,  III. 

Sunnycrest  National  Bank,  Urbana,  III. 

Merger .  147 

December  31 ,  1982: 

Northgate  National  Bank  of  El  Paso,  El  Paso,  Tex. 

New  Northgate  National  Bank,  El  Paso,  Tex 

Merger .  147 
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I.  Mergers  consummated  involving  two  or  more  operating  banks. 

DOMINION  NATIONAL  BANK  OF  NORTHERN  VIRGINIA, 

Vienna,  Va.,  and  Commonwealth  Bank  and  Trust  Company  of  Virginia,  Sterling,  Va. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


Commonwealth  Bank  and  Trust  Company  of  Virginia,  Sterling,  Va.,  with .  $  17,565,064  3  - 

and  Dominion  National  Bank  of  Northern  Virginia,  Vienna,  Va.  (14904),  which  had .  213,309,401  25  - 

merged  July  31,  1982,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had .  230,874,465  -  28 


COMPTROLLER'S  DECISION 

On  March  12,  1982,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  Commonwealth  Bank 
and  Trust  Company  of  Virginia,  Sterling,  Va.  (Common¬ 
wealth),  into  Dominion  National  Bank  of  Northern  Vir¬ 
ginia,  Vienna,  Va.  (Vienna).  The  application  is  based 
on  a  written  agreement  finalized  by  the  banks  on  De¬ 
cember  22,  1981 . 

Commonwealth,  an  independent  bank,  held  total  de¬ 
posits  of  $16.0  million  as  of  December  31 ,  1981 ,  and 
operated  three  offices,  all  in  Loudoun  County.  As  of  the 
same  date,  Vienna  held  total  deposits  of  $1 74.3  million 
and  operated  25  offices,  18  in  Fairfax  County,  four  in 
Alexandria  City,  two  in  Fairfax  City  and  one  in  Falls 
Church  City.  Vienna  is  majority-owned  and  controlled 
by  Dominion  Bankshares  Corporation,  Roanoke,  Va. 
(Dominion),  the  third  largest  bank  holding  company  in 
Virginia  with  approximately  10  percent  of  the  state’s 
commercial  bank  deposits. 

The  relevant  geographic  market  for  this  proposal  is  the 
Virginia  portion  of  the  Washington,  D  C.  Standard  Met¬ 
ropolitan  Statistical  Area  (SMSA),  the  area  in  which 
both  banks  operate  and  derive  the  bulk  of  their  depos¬ 
its.  Within  the  relevant  market  there  are  25  commercial 
banks  operating  325  offices  and  holding  total  deposits 
of  $3.7  billion.  Vienna,  Dominion's  only  subsidiary 
bank  in  the  market,  is  the  eighth  largest  commercial 
bank  in  the  market  with  4.5  percent  of  the  market's 
commercial  bank  deposits;  Commonwealth  is  the 
22nd  largest  bank  with  .4  percent  of  market  deposits. 
The  resulting  bank  would  remain  the  eighth  largest 
commercial  bank  with  a  4.9  percent  market  share 
Although  consummation  of  this  proposal  would  reduce 


the  number  of  competitors  in  the  market  by  one,  ample 
alternative  banking  organizations  would  still  remain  in 
this  competitive  market.  This  Office  therefore  finds  that 
the  proposed  merger  would  not  have  an  adverse  effect 
on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions,  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.”  We  find  the  financial  and  manage¬ 
rial  resources  of  Vienna  and  Commonwealth  to  be 
satisfactory.  The  future  prospects  of  the  proponent 
banks,  independently  and  combined,  are  considered 
favorable.  The  Office  is  not  aware  of  any  facts  which 
would  produce  a  negative  impact  on  convenience  and 
needs  as  a  result  of  this  merger. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828  (c),  and  find  that  it  will  not 
have  a  significant  effect  on  competition  in  the  relevant 
market  Accordingly,  the  application  is  approved 
June  28,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

* 
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CENTRAL  FIDELITY  BANK,  NATIONAL  ASSOCIATION,  LYNCHBURG, 
Lynchburg,  Va.,  and  Liberty  Bank  of  Bedford,  Bedford,  Va. 


Total 

assets 

Banking  Offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

Liberty  Bank  of  Bedford,  Bedford,  Va.,  with . 

and  Central  Fidelity  Bank,  National  Association,  Lynchburg,  Lynchburg,  Va.  (1522),  which  had.  .  . 
merged  October  1,  1982,  under  charter  and  title  of  the  latter  bank.  The  merged  bank  at  date  of 
merger  had . 

$  20,239,000 
885,186,000 

904,306,000 

1 

33 

34 

COMPTROLLER’S  DECISION 

On  May  14,  1982,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  Liberty  Bank  of  Bed¬ 
ford,  Bedford,  Va.  (Liberty),  into  Central  Fidelity  Bank, 
National  Association,  Lynchburg,  Lynchburg,  Va. 
(Central).  This  application  is  based  on  an  agreement 
finalized  between  Liberty  and  Central  on  March  3, 
1982. 

As  of  March  31,  1982,  Liberty,  an  independent  bank, 
had  total  deposits  of  $16.3  million  and  operated  one 
branch.  On  June  30,  1982,  Central  had  total  deposits 
of  $619  million  representing  approximately  3  percent 
of  statewide  commercial  bank  deposits.  Central  is  a 
majority-owned  subsidiary  of  Central  Fidelity  Banks, 
Inc.,  Richmond,  Va.,  which  is  the  seventh  largest  bank 
holding  company  operating  in  Virginia. 

The  proponents  do  not  currently  compete  directly  and, 
as  such,  consummation  of  this  proposal  will  have  no 
significant  effect  on  existing  competition  in  the  relevant 
geographic  market.  The  relevant  market  for  this  pro¬ 
posal  is  the  town  of  Bedford  and  the  immediately  adja¬ 
cent  areas  of  Bedford  County  from  which  Liberty  de¬ 
rives  over  80  percent  of  its  deposits.  There  are  four 
commercial  banks  serving  the  relevant  market  with 
total  deposits  of  $111  million.  Liberty,  with  14  percent 
of  the  market,  ranks  third.  Central  derives  only  a  nomi¬ 
nal  volume  of  its  deposits  (less  than  1  percent)  from 
the  relevant  market  and  its  nearest  office  to  any  Liberty 
office  is  17  miles  away.  Upon  consummation  of  this 
proposal,  the  resulting  bank  will  continue  to  rank  third 
in  market  share  with  18  percent.  Therefore,  consum¬ 
mation  of  this  proposal  will  merely  replace  one  com¬ 
petitor  in  the  market  with  another,  and  would  not  ad¬ 
versely  affect  competition. 


The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.”  The  financial  and  managerial  re¬ 
sources  of  Central  are  considered  satisfactory  and  its 
future  prospects  are  favorable.  The  financial  and  man¬ 
agerial  resources  of  Liberty  are  also  reported  to  be 
satisfactory,  but  its  future  prospects  are  limited  due  to 
its  inability  to  effectively  compete  with  the  other  banks 
in  its  market  that  have  higher  lending  limits  and  offer  a 
wider  range  of  services.  It  is  expected  that  consum¬ 
mation  of  this  proposal  will  afford  Liberty’s  customers 
with  more  diversified  banking  services  and,  as  a  result, 
enhance  the  convenience  and  needs  of  the  banking 
public  as  a  whole. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828  (c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
this  application  is  approved. 

August  31 ,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 
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ELLIS  NATIONAL  BANK  OF  VOLUSIA  COUNTY, 

DeBary,  Fla.,  and  Ellis  National  Bank  of  Ormond  Beach,  Ormond  Beach,  Fla. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

Ellis  National  Bank  of  Ormond  Beach,  Ormond  Beach,  Fla.  (15582),  with . 

and  Ellis  National  Bank  of  Volusia  County,  DeBary,  Fla.  (15348),  which  had . 

merged  October  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 
had . 

$19,606,243 

31,267,511 

50,873,754 

2  - 

5  - 

7 

COMPTROLLER  S  DECISION 

Ellis  National  Bank  of  Ormond  Beach  and  Ellis  Na¬ 
tional  Bank  of  Volusia  County  are  majority-owned  and 
controlled  by  Ellis  Banking  Corporation,  a  registered 
bank  holding  company.  This  proposed  merger  is  a 
corporate  reorganization  which  would  have  no  effect 
on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 


available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  reguired  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

June  25,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


FIRST  CITIZENS  NATIONAL  BANK 

Tupelo,  Miss.,  and  Citizens  National  Bank  of  Columbus,  Columbus,  Miss. 


Names  of  banks  and  type  of  transaction 

Total 
assets * 

Banking  offices 

In 

operation 

To  be 
operated 

Citizens  National  Bank  of  Columbus,  Columbus,  Miss.  (16726),  with . 

was  purchased  October  1,  1982  by  First  Citizens  National  Bank,  Tupelo,  Miss.  (15479),  which 

had . 

After  the  purchase  was  effected  the  receiving  bank  had . 

$  13,838,000 

140,624,000 

O 

13 

15 

COMPTROLLER’S  DECISION 

On  April  16,  1982,  application  was  made  to  the  OCC 
by  First  Citizens  National  Bank,  Tupelo,  Miss.  (FCNB) 
for  prior  authorization  to  purchase  the  assets  and  as¬ 
sume  the  liabilities  of  Citizens  National  Bank  of  Colum¬ 
bus,  Columbus,  Miss.  (CNB).  The  application  is  based 
on  an  agreement  finalized  between  FCNB  and  CNB  on 
March  31,  1982. 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


As  of  March  31,  1982,  FCNB  held  total  deposits  of 
$121.6  million  and  operated  15  banking  offices  in  six 
counties  in  northeastern  Mississippi.  On  the  same 
date,  CNB  held  total  deposits  of  $12.7  million  and 
operated  two  banking  offices,  both  in  Lowndes 
County,  Miss. 

The  proponents  do  not  currently  compete  directly. 
Therefore,  consummation  of  this  proposal  will  have  no 
significant  effect  on  existing  competition  in  the  relevant 
market.  The  relevant  geographic  market  for  this  pro¬ 
posal  is  Lowndes  County,  Miss.,  the  area  in  which  CNB 
operates  its  offices,  derives  the  bulk  of  its  deposits 
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and,  as  such,  competes  directly.  CNB,  with  5.93  per¬ 
cent  of  market  deposits,  is  the  smallest  of  four  banks 
operating  in  the  relevant  market.  FCNB  operates  no 
offices  in  Lowndes  County  and  its  closest  office  is 
located  approximately  50  miles  northwest  of  CNB's 
main  office.  FCNB  derives  no  measurable  business 
from  the  market  of  CNB.  Consequently,  consummation 
of  this  proposal  will  merely  replace  one  competitor  in 
the  relevant  market  with  another,  and  allow  FCNB  to 
expand  into  a  market  it  currently  does  not  serve. 


The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served."  The  financial  and  managerial  re¬ 
sources  of  both  banks  are  considered  satisfactory.  The 
future  prospects  of  the  proponent  banks,  indepen¬ 
dently  and  in  combination,  are  favorable,  as  are  the 


expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828  (c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

August  4,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 


FIRST  NATIONAL  BANK  OF  CENTRAL  JERSEY, 

Bridgewater  Township,  N.J.,  and  The  Manville  National  Bank,  Manville,  N.J. 


Names  of  banks  and  type  of  transaction 

Total 
assets * 

Banking  offices 

In 

operation 

To  be 
operated 

The  Manville  National  Bank,  Manville,  N.J.  (12942),  with . 

and  First  National  Bank  of  Central  Jersey,  Bridgewater  Township,  N.J.  (3866),  which  had . 

merged  October  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 
had . 

$  61,895,000 
402,652,000 

O 

16 

18 

COMPTROLLER'S  DECISION 

On  May  24,  1982,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  The  Manville  National 
Bank,  Manville,  N.J.  (Manville),  into  First  National  Bank 
of  Central  Jersey,  Bridgewater  Township,  N.J.  (FNBCJ). 
This  application  is  based  on  an  agreement  finalized 
between  Manville  and  FNBCJ  on  March  22,  1982. 

As  of  December  31,  1981,  Manville,  an  independent 
bank,  had  total  deposits  of  $50.8  million  and  operated 
two  offices,  both  in  the  Borough  of  Manville,  Somerset 
County.  On  the  same  date,  FNBCJ  had  total  deposits 
of  $304.9  million,  and  operated  16  banking  offices  in 
Somerset  County,  the  central  portion  of  Hunterdon 
County,  a  portion  of  Union  County  and  northwestern 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


Middlesex  County.  FNBCJ  is  the  25th  largest  commer¬ 
cial  banking  organization  in  New  Jersey. 

Although  Manville  and  FNBCJ  are  only  5.5  miles  apart, 
the  banks  do  not  currently  compete  directly  and,  as 
such,  consummation  of  this  proposal  will  have  no  sig¬ 
nificant  effect  on  existing  competition  in  the  relevant 
geographic  market.  The  relevant  market  for  this  pro¬ 
posal  is  the  Borough  of  Manville  and  small  adjacent 
portions  of  Hillsborough  and  Franklin  townships.  It  is 
from  this  market  that  Manville  derives  98  percent  of  its 
deposits.  As  of  June  30,  1981,  there  were  five  financial 
institutions  competing  in  the  relevant  market  with  total 
deposits  of  $79.7  million.  Manville  holds  the  largest 
share  of  the  market  with  62  percent  of  total  deposits. 
The  other  commercial  bank  in  the  relevant  market 
holds  13  percent  of  total  deposits.  FNBCJ  derives  only 
a  nominal  volume  of  deposits,  approximately  .78  per¬ 
cent  ($2.3  million),  from  the  relevant  market.  The  pri- 
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mary  reason  for  the  lack  of  competition  between  the 
proponents  is  geographic.  The  relevant  market  area  is 
bounded  on  the  north  and  east  by  rivers  with  limited 
crossing  points  which  severely  restrict  traffic  flow  into 
the  market  area.  In  addition,  limited  road  accessibility 
to  the  west  and  south  has  restricted  Manville's  ability  to 
penetrate  those  areas.  Therefore,  consummation  of 
this  proposal  will  merely  replace  one  competitor  in  the 
market  with  another,  significantly  stronger  institution, 
while  allowing  FNBCJ  to  enter  a  market  where  it  cur¬ 
rently  does  not  compete  directly.  Consequently,  this 
merger  is  expected  to  have  a  positive  effect  on  com¬ 
petition  in  the  relevant  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served. "  The  financial  and  managerial  re¬ 
sources  of  FNBCJ  are  considered  satisfactory  and  its 
future  prospects  are  favorable.  The  financial  condition 
of  Manville  is  satisfactory  but  the  bank  lacks  manage¬ 
rial  depth  and  succession,  thus  limiting  its  future  pros¬ 
pects.  Due  to  its  limited  size  and  growth  potential  the 


bank  has  found  it  difficult  to  expand  services  and 
recruit  management  personnel.  It  is  expected  that 
consummation  of  this  proposal  will  provide  Manville’s 
customers  with  more  diversified  banking  services  and, 
as  a  result,  enhance  the  convenience  and  needs  of  the 
banking  public  as  a  whole. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828  (c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

August  26,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


THE  FIRST  NATIONAL  BANK  OF  DALTON, 

Dalton,  Ga.,  and  Gordon  County  Bank,  Calhoun,  Ga. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In 

operation 

To  be 
operated 

Gordon  County  Bank,  Calhoun,  Ga.,  with . 

and  The  First  National  Bank  of  Dalton,  Dalton,  Ga.  (3907),  which  had . 

merged  October  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 
had . 

$  17,810,000 
177,614,000 

196,752,000 

1 

A 

5 

COMPTROLLER'S  DECISION 

On  May  26,  1982,  application  was  made  to  the  OCC 
for  authority  to  merge  Gordon  County  Bank,  Calhoun, 
Ga.  (GCB),  into  The  First  National  Bank  of  Dalton, 
Dalton,  Ga.  (First).  The  application  is  based  on  an 
agreement  finalized  between  the  banks  on  April  7, 
1982. 

GCB,  an  independent  unit  bank,  held  total  deposits  of 
$15.6  million  as  of  March  31,  1982.  As  of  the  same 
date,  First  held  total  deposits  of  $133.1  million  and 
operated  five  offices,  all  in  Whitfield  County.  First  is 
majority-owned  and  controlled  by  First  Atlanta  Corpo¬ 
ration,  Atlanta,  Ga.  (First  Atlanta),  the  second  largest 
bank  holding  company  in  Georgia. 


The  proponents  do  not  currently  compete  directly  and, 
therefore,  consummation  of  the  proposal  will  not  have  a 
significant  effect  on  existing  competition  in  the  relevant 
geographic  market.  GCB  derives  85  percent  of  its 
deposits  from  Gordon  County,  the  relevant  market. 
There  are  only  two  commercial  banks  operating  in 
Gordon  County;  GCB  is  the  smallest  with  a  19.9  per¬ 
cent  share  of  market  commercial  bank  deposits.  First 
derives  less  than  2  percent  of  its  deposits  from  the 
relevant  market  and  its  closest  office  to  GCB  is  25 
miles  away.  Consummation  of  this  proposal  will  merely 
replace  one  competitor  in  the  market  with  a  signifi¬ 
cantly  stronger  institution  and  will  enable  First  (and 
First  Atlanta)  to  enter  a  market  where  it  currently  does 
not  compete  directly 
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The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions,  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  servea  We  find  the  financial  and  manage¬ 
rial  resources  of  First  and  GCB  to  be  satisfactory.  The 
future  prospects  of  the  proponents,  individually  and 
combined,  are  considered  favorable  although  the 
larger  resulting  bank  is  expected  to  provide  a  wider 
range  of  banking  services. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 


the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
have  a  significant  effect  on  competition  in  the  relevant 
market.  Accordingly,  the  application  is  approved. 
August  25,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 


THE  FIRST  NATIONAL  BANK  OF  MARYLAND, 
Baltimore,  Md.,  and  The  Detour  Bank,  Keymar,  Md. 


Names  of  banks  and  type  of  transaction 

Total 
assets * 

Banking  offices 

In 

operation 

To  be 
operated 

The  Detour  Bank,  keymar,  Md.,  with . 

and  The  First  National  Bank  of  Maryland,  Baltimore,  Md.  (1413),  which  had . 

merged  October  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 
had . 

$  11,243,000 

3,058,846,000 

3 

106 

109 

COMPTROLLER'S  DECISION 

On  August  5,  1982,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  Detour  Bank,  Keymar, 
Md.  (Detour),  into  The  First  National  Bank  of  Maryland, 
Baltimore,  Md.  (FNBM).  The  application  is  based  on  a 
written  agreement  finalized  by  the  banks  on  July  20, 
1982. 

Detour,  an  independent  bank,  held  total  deposits  of 
$110  million  as  of  March  31,1 982,  and  operated  three 
offices  in  Carroll  and  Frederick  counties.  As  of  the 
same  date,  FNBM  held  total  deposits  of  $2.9  billion 
and  operated  106  offices  throughout  the  state.  Seven 
of  the  offices  are  located  in  Carroll  and  Frederick  coun¬ 
ties  FNBM  is  majority-owned  and  controlled  by  First 
Maryland  Bancorp,  Baltimore,  Md.  As  of  June  30, 
1981,  FNBM  held  9  84  percent  of  the  total  state  com¬ 
mercial  bank  deposits. 

The  relevant  geographic  market  for  this  proposal  is  the 
area  in  and  adjacent  to  the  communities  of  Thurmont, 
Keymar  and  Taneytown,  located  in  northwestern  Car- 

•  Asset  figures  are  from  the  September  30  1982  report  of  condition 
information  as  of  date  of  consummation  was  not  available  at  press 


roll  County  and  northeast  Frederick  County.  Detour 
derives  84  percent  of  its  deposits  from  this  area.  The 
market  is  served  by  five  commercial  banks.  Detour  is 
the  smallest,  accounting  for  9.5  percent  of  the  com¬ 
mercial  bank  deposits.  Although  FNBM  has  four  of¬ 
fices  in  Frederick  County  and  three  offices  in  Carroll 
County,  none  is  in  Detour’s  relevant  market.  All  of 
FNBM’s  Frederick  County  offices  are  in  or  near  the  city 
of  Frederick  which  is  14  miles  from  the  closest  Detour 
branch.  In  Carroll  County,  the  closest  FNBM  office  to  a 
Detour  branch  is  in  Westminster  which  is  12  miles 
away.  FNBM  holds  $1.7  million  in  deposits  from  the 
relevant  market,  representing  1.7  percent  of  the  com¬ 
mercial  bank  deposits.  Upon  consummation  of  the 
merger  FNBM’s  market  share  would  increase  to  only 
112  percent,  and  rank  fourth  in  the  relevant  market. 
Consummation  of  this  proposal  would  have  no  adverse 
impact  on  competition,  as  it  would  merely  replace  one 
competitor  with  another  significantly  stronger  institu¬ 
tion 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  The  financial  and  managerial  re- 
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sources  of  FNBM  are  satisfactory  and  its  future 
prospects  are  favorable.  However,  because  of  exces¬ 
sive  loan  losses  experienced  by  Detour  in  recent 
years,  its  present  condition  and  its  future  prospects  as 
an  independent  institution  are  not  favorable.  Based  on 
FNBM’s  current  satisfactory  condition,  the  resulting 
bank  is  expected  to  be  better  able  to  serve  the  conve¬ 
nience  and  needs  of  the  public  in  the  relevant  market, 
further  enhancing  competition.  As  such,  the  future 
prospects  of  the  resulting  bank  are  favorable. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks’  records  of  helping  to  meet  the  credit  needs 


of  their  entire  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828  (c),  and  find  that  it  would  not 
have  a  significant  adverse  effect  on  competition  in  the 
relevant  market.  Accordingly,  the  application  is  ap¬ 
proved. 

September  24,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  4c 


KEY  BANK  OF  NORTHERN  NEW  YORK  NATIONAL  ASSOCIATION, 
Watertown,  N.Y.,  and  The  Farmers  National  Bank  of  Malone,  Malone,  N.Y. 


Names  of  banks  and  type  of  transaction 


Total 

assets 


The  Farmers  National  Bank  of  Malone,  Malone,  N.Y,  (598),  with . 

and  Key  Bank  of  Northern  New  York  National  Association,  Watertown,  N.Y.  (2657),  which  had. 
merged  October  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 
had . 


$126,439,771 

292,728,121 

419,167,892 


Banking  offices 


In  To  be 

operation  operated 


10 

17 


27 


COMPTROLLER'S  DECISION 

On  May  14,  1982  application  was  made  to  the  OCC  for 
prior  authorization  to  merge  The  Farmers  National 
Bank  of  Malone,  Malone,  N.Y.  (Farmers),  into  Key  Bank 
of  Northern  New  York  National  Association,  Watertown, 
N.Y.  (Key  Bank).  This  application  is  based  on  an  agree¬ 
ment  finalized  between  Farmers  and  Key  Bank  on 
March  1,  1982. 

As  of  December  31,  1981,  Farmers,  a  majority-owned 
subsidiary  of  Bankers  Trust  New  York  Corporation, 
New  York,  N.Y,  had  total  deposits  of  $106  million  and 
operated  1 0  offices  in  northern  New  York  State.  On  the 
same  date  Key  Bank  had  total  deposits  of  $201.6 
million  and  operated  1 7  offices  spread  over  four  coun¬ 
ties  in  northwestern  New  York  State  Key  Bank  is  a 
majority-owned  subsidiary  of  Key  Banks,  Inc.,  Albany, 
N.Y,  which  was  the  15th  largest  commercial  banking 
organization  in  New  York  State  as  of  June  30,  1981 
with  total  deposits  of  $2  billion 

The  relevant  market  for  this  proposal  encompasses 
parts  of  Franklin,  northwest  Essex,  northern  St  Law¬ 
rence  and  western  Clinton  counties.  There  are  pres¬ 
ently  13  commercial  banks  serving  the  relevant  market 


with  total  deposits  of  $592  million.  Farmers  holds  the 
second  largest  market  share  with  18  percent,  and  Key 
Bank  ranks  sixth  with  4.9  percent.  There  are  also  five 
thrift  institutions  serving  the  market  with  total  deposits 
of  $132  million.  Including  the  thrifts  would  reduce 
Farmers’  market  share  to  1 5  percent,  and  Key  Bank's  to 
4  percent. 

Direct  competition  between  the  proponents  is  limited 
to  the  village  of  Massena  and  vicinity,  in  St.  Lawrence 
County,  where  they  both  have  branches  There  are 
eight  financial  institutions  competing  in  this  market 
with  total  deposits  of  $133.8  million;  commercial  banks 
account  for  $115  8  million.  Key  Bank  controls  25  per¬ 
cent  of  commercial  bank  deposits  and  ranks  second. 
Farmers  is  last  with  8.4  percent  market  share  When 
thrift  deposits  are  included  Key  Bank’s  market  share 
declines  to  21.5  percent  and  Farmers’  to  7.2  percent 
Deposits  derived  from  Massena  represent  6  2  percent 
of  Farmers’  total  deposits  and  14  percent  of  Kev 
Bank’s. 

Although  consummation  of  this  proposal  would  reduce 
the  number  of  competitors  in  Massena  by  one  alterna 
tive  banking  organizations  would  still  remain,  including 
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a  subsidiary  of  a  large  bank  holding  company  and  a 
thrift  institution.  For  the  remainder  of  the  relevant  mar¬ 
ket,  consummation  of  this  proposal  will  merely  replace 
one  competitor  with  another. 

The  Bank  Merger  Act,  1 2  USC  1 828(c)(5),  requires  this 
Office  to  consider  “  .  .  .  the  financial  and  managerial 
resources  and  future  prospects  of  the  existing  and 
proposed  institutions  and  the  convenience  and  needs 
of  the  community  to  be  served."  The  financial  and 
managerial  resources  of  both  banks  are  considered 
satisfactory.  The  future  prospects  of  the  proponent 
banks,  independently,  and  in  combination,  are  favor¬ 
able,  as  are  the  expected  effects  of  the  proposal  on 
the  convenience  and  needs  of  the  community  to  be 
served. 

A  review  of  the  record  of  this  application  and  other 


information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  would 
have  no  significant  adverse  effect  on  competition  in 
the  relevant  market.  Accordingly,  the  application  is 
approved. 

August  31 ,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 


FIRST  NATIONAL  BANK  OF  SOUTH  CAROLINA, 

Columbia,  S.C.,  and  The  Peoples  National  Bank  of  Chester,  Chester,  S.C. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

The  Peoples  National  Bank  of  Chester,  Chester,  S.C.  (10663),  with . 

and  First  National  Bank  of  South  Carolina,  Columbia,  S.C.  (13720),  which  had . 

merged  October  2,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 
had . 

$  18,225,000 

1,165,573,000 

1,182,833,000 

O 

80 

82 

COMPTROLLER’S  DECISION 

On  February  2,  1982,  application  was  made  to  the 
OCC  for  prior  written  authorization  to  merge  The  Peo¬ 
ples  National  Bank  of  Chester,  Chester,  S.C.  (Peoples), 
into  the  First  National  Bank  of  South  Carolina,  Colum¬ 
bia,  S.C.  (FNB).  The  application  is  based  on  an  agree¬ 
ment  finalized  between  FNB  and  Peoples  on  Decem¬ 
ber  16,  1981. 

As  of  December  31,  1981,  FNB  had  total  deposits  of 
$824,559,000  and  operated  87  offices  throughout 
South  Carolina  Peoples  had  total  deposits  of 
$15,399,000  on  the  same  date  and  operated  two 
banking  offices,  both  in  Chester  County,  in  the  north- 
central  part  of  the  state. 

The  proponents  do  not  currently  compete  directly. 
Therefore,  consummation  of  this  proposal  will  have  no 
significant  effect  on  existing  competition  in  the  relevant 
market.  The  relevant  geographic  market  for  this  pro¬ 
posal  is  the  middle  and  eastern  portions  of  Chester 
County,  S.C  ,  the  area  in  which  Peoples  operates  its 


offices,  derives  the  bulk  of  its  deposits  and,  as  such, 
competes  directly.  Primary  competition  is  provided  by 
the  second  and  fifth  largest  commercial  banks  in  the 
state.  Of  the  three  commercial  banks  operating  in  the 
market,  Peoples  has  the  second  largest  deposit  share 
with  43  percent,  Southern  Bank  and  Trust  Company 
has  the  largest  share  with  46  percent  and  The  Citizens 
and  Southern  National  Bank  of  South  Carolina  has  the 
smallest  share  with  1 1  percent.  Additional  competition 
is  provided  by  two  savings  and  loan  associations  and 
one  credit  union.  When  the  deposits  of  these  other 
financial  depository  institutions  are  included,  Peoples 
holds  16  percent  of  the  market  deposits,  the  other  two 
commercial  banks  hold  a  total  of  21  percent,  the  two 
savings  and  loan  associations  hold  58  percent  and  the 
credit  union  holds  the  remaining  5  percent.  FNB  de¬ 
rives  no  measurable  business  from  the  relevant  geo¬ 
graphic  market.  The  closest  office  of  FNB  to  Peoples  is 
30  miles  east  of  Chester.  Consequently,  consumma¬ 
tion  of  this  proposal  will  replace  one  competitor  with 
another  larger  institution,  which  is  better  equipped  to 
compete  in  the  market. 
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The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served."  The  financial  and  managerial  re¬ 
sources  of  both  banks  are  considered  satisfactory. 
Consummation  of  the  proposed  merger  will  provide 
the  resulting  bank  with  an  increased  legal  lending  limit, 
and  customers  with  a  wider  range  of  services  from 
which  to  choose.  Consequently,  the  future  prospects 
of  the  resulting  bank  are  favorable  and  the  community 
should  benefit  from  increased  competition. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 


regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market  Accordingly, 
the  application  is  approved. 

August  24,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 


ELLIS  NATIONAL  BANK  OF  TAMPA, 

Tampa,  Fla.,  and  Ellis  First  National  Bank  of  Dade  City,  Dade  City,  Fla. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In 

operation 

To  be 
operated 

Ellis  First  National  Bank  of  Dade  City,  Dade  City,  Fla.  (16099)  with . 

and  Ellis  National  Bank  of  Tampa,  Tampa,  Fla.  (14932),  which  had . 

merged  October  8,  1982,  under  charter  of  the  latter  and  with  the  title  Ellis  National  Bank  of 
Central  Florida."  The  merged  bank  at  date  of  merger  had . 

$32,039,109 

49,547,022 

81,817,628 

O 

7 

COMPTROLLER’S  DECISION 

Ellis  First  National  Bank  of  Dade  City  and  Ellis  National 
Bank  of  Tampa  are  majority-owned  and  controlled  by 
Ellis  Banking  Corporation,  a  registered  bank  holding 
compay.  This  proposed  merger  is  a  corporate  reorga¬ 
nization  which  would  have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

July  30,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition 
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FIRST  NATIONAL  BANK  OF  FLORIDA, 

Tampa,  Fla.,  and  First  Independent  Bank,  N.A.,  Sarasota,  Fla. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

First  Independent  Bank,  N.A.,  Sarasota,  Fla.  (15010),  with . 

and  First  National  Bank  of  Florida,  Tampa,  Fla.  (3497),  which  had . 

merged  October  9,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 
had . 

$  46,734,000 

1,156,629,000 

1,198,617,000 

A 

17 

21 

COMPTROLLER'S  DECISION 

On  June  15,  1982,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  First  Independent 
Bank,  N.A.,  Sarasota,  Fla.  (Independent),  into  First 
National  Bank  of  Florida,  Tampa,  Fla.  (FNBF).  The  ap¬ 
plication  is  based  upon  a  written  agreement  finalized 
by  the  banks  on  April  12,  1982. 

As  of  March  31 ,  1982,  Independent  held  total  deposits 
of  $34.5  million  and  operated  four  offices,  three  in 
Sarasota  and  one  in  Longboat  Key,  an  island  con¬ 
nected  to  Sarasota  by  bridges. 

As  of  the  same  date,  FNBF,  the  flagship  subsidiary  of 
First  Florida  Banks,  Inc.,  held  total  deposits  of  $844.1 
million  and  operated  18  offices,  11  in  Hillsborough 
County  and  seven  in  Manatee  and  Collier  counties. 
First  Florida  Banks,  Inc.  was  the  sixth  largest  banking 
organization  in  Florida  with  total  deposits  of  $1 .9  billion 
at  year-end  1981 . 

The  proponents  do  not  currently  compete  directly  and, 
therefore,  consummation  of  the  proposal  will  not  have  a 
significant  effect  on  existing  competition  in  the  relevant 
geographic  market.  Independent  derives  the  bulk  of 
its  deposits  from  the  area  surrounding  each  of  its  four 
offices  which  includes  most  of  Sarasota  and  Longboat 
Key.  Independent  is  the  sixth  largest  of  the  eight  com¬ 
mercial  banks  (and  the  only  one  not  affiliated  with  a 
larger  holding  company)  operating  in  this  market.  As 
of  September  30,  1981,  Independent  held  3.3  percent 
of  the  market's  deposits.  FNBF  does  not  operate  any 
offices  in  the  market;  its  closest  office  to  Independent 
is  located  in  Bradenton,  approximately  5  miles  north. 


Consummation  of  this  proposal  will  merely  replace  one 
competitor  in  the  market  with  a  significantly  stronger 
institution  and  will  enable  First  (and  First  Florida 
Banks,  Inc.)  to  enter  a  market  where  it  currently  does 
not  compete  directly. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
"  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions,  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served."  We  find  the  financial  and  manage¬ 
rial  resources  of  FNBF  and  Independent  to  be 
satisfactory.  The  future  prospects  of  the  proponents, 
individually  and  combined,  are  considered  favorable 
although  the  larger  resulting  bank  is  expected  to  pro¬ 
vide  a  wider  range  of  banking  services. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
have  a  significant  effect  on  competition  in  the  relevant 
market.  Accordingly,  the  application  is  approved. 
September  8,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

* 
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FIRST  NATIONAL  STATE  BANK  OF  WEST  JERSEY, 

Burlington  Township,  N.J.,  and  Two  Branches  of  First  Peoples  Bank  of  New  Jersey,  Haddon  Township,  N.J. 


Names  of  banks  and  type  of  transaction 

Total 
assets * 

Banking  offices 

In  To  be 

operation  operated 

Two  Branches  of  First  Peoples  Bank  of  New  Jersey,  Haddon  Township,  N.J.,  with . 

were  purchased  October  9,  1982,  by  First  National  State  Bank  of  West  Jersey,  Burlington 

Township,  N.J.  (1222),  which  had . 

After  the  purchase  was  effected  the  receiving  bank  had . 

$922,915,000 

269,046,000 

2  - 

19  - 

21 

COMPTROLLER’S  DECISION 

On  May  24,  1982,  application  was  made  to  the  OCC 
by  First  National  State  Bank  of  West  Jersey,  Burlington 
Township,  N.J.  (FNSB/West)  for  authority  to  purchase 
two  branches  of  First  Peoples  Bank  of  New  Jersey, 
Haddon  Township,  N.J.  (Peoples).  This  application  is 
based  on  an  agreement  finalized  between  FNSB/West 
and  Peoples  on  May  7,  1982. 

As  of  December  31 ,  1981,  Peoples  held  total  deposits 
of  $907.3  million  and  had  47  offices  located  in  Atlantic, 
Burlington,  Camden,  Cape  May,  Cumberland, 
Gloucester,  Ocean  and  Salem  counties.  FNSB/West  is 
a  majority-owned  subsidiary  of  First  National  State 
Bancorporation,  Newark,  N.J.  FNSB/West  had  depos¬ 
its  of  $21 9  million  as  of  March  31,1 982,  and  operated 
19  branch  offices  in  three  counties  including  seven 
branches  in  Somerset  County;  one  in  Morris  County; 
and  11  branches  in  Burlington  County. 

The  relevant  geographic  market  is  Willingboro  Town¬ 
ship.  FNSB/West  has  offices  approximately  3.5  miles 
from  the  Peoples’  branches  covered  by  this  applica¬ 
tion;  however,  accessibility  to  the  FNSB/West  offices 
from  the  relevant  market  is  restricted  by  a  major  high¬ 
way  with  no  direct  crossings  to  the  FNSB/West  Office 
and  a  river.  As  a  result,  FNSB/West  draws  an  insignifi¬ 
cant  amount  of  deposits  from  the  area.  Competition  in 
the  relevant  market  is  strong,  with  four  commercial 
banks,  two  savings  banks  and  three  savings  and  loan 
associations  having  aggregate  deposits  of  $112  mil¬ 
lion;  commercial  banks  account  for  $90  million.  De- 


*  Asset  figures  are  of  whole  bank  as  of  September  30,  1982,  report 
of  condition  Information  as  of  date  of  consummation  was  not  avail¬ 
able  at  press  time 


posits  held  by  the  two  subject  branches  represent 
19.4  percent  of  the  commercial  bank  deposits.  The 
acquisition  of  these  branches  will  enable  FNSB/West 
to  expand  into  the  relevant  market  without  having  a 
significant  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions,  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.”  The  financial  and  managerial  re¬ 
sources  of  FNSB/West  are  considered  good.  The 
future  prospects  of  the  combined  entity  are  also  con¬ 
sidered  good.  Present  customers  of  Peoples  will  bene¬ 
fit  from  the  increased  services  to  be  offered  by  FNSB/ 
West. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
bank  regulatory  responsibilities  revealed  no  evidence 
that  the  applicants'  records  of  helping  to  meet  the 
credit  needs  of  their  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  1 2  USC  1 828(c),  and  find  that  it  would  not 
have  a  significant  effect  on  competition  in  the  relevant 
market.  Accordingly,  the  application  is  approved. 
August  30,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 
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SOUTHTRUST  BANK  OF  ETOWAH  COUNTY,  NATIONAL  ASSOCIATION, 
Attalla,  Ala.,  and  Coosa  Valley  Bank,  Rainbow  City,  Ala. 


Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices 

In  To  be 

operation  operated 

Coosa  Valley  Bank,  Rainbow  City,  Ala.,  with . 

and  SouthTrust  Bank  of  Etowah  County,  National  Association,  Attalla,  Ala.  (14495),  which  had. . . 
merged  October  9,  1982,  under  charter  and  title  of  the  latter  with  headquarters  in  Rainbow  City 
(PO.  Gadsden).  The  merged  bank  at  date  of  merger  had . 

$32,004,000 

33,857,000 

1  - 

2  - 

-  3 

COMPTROLLER’S  DECISION 

On  April  22,  1982,  application  was  made  to  the  OCC 
for  prior  written  authorization  to  merge  Coosa  Valley 
Bank,  Rainbow  City,  Ala.  (CVB),  into  SouthTrust  Bank 
of  Etowah  County,  National  Association,  Attalla,  Ala. 
(SouthTrust),  under  the  charter  of  SouthTrust  and  with 
the  title  of  SouthTrust  Bank  of  Etowah  County,  National 
Association.  The  headquarters  of  the  resulting  bank 
will  be  in  Gadsden,  Ala.  The  application  is  based  on 
an  agreement  finalized  between  CVB  and  SouthTrust 
on  May  28,  1982. 

SouthTrust  and  CVB  are  both  located  in  south  central 
Etowah  County,  Ala.  SouthTrust  is  a  wholly-owned  sub¬ 
sidiary  of  SouthTrust  Corporation,  Birmingham,  Ala., 
which  is  a  multi-bank  holding  company  owning  14 
banks  in  Alabama.  CVB  is  an  independent  bank  with 
no  affiliates.  On  December  31,  1981  SouthTrust  had 
total  deposits  of  $20,989,000  and  operated  two  of¬ 
fices,  while  CVB  had  total  deposits  of  $26,839,000  and 
no  branches. 

The  relevant  geographic  market  for  this  proposal  is 
south-central  Etowah  County,  Ala.,  including  Rainbow 
City  and  the  cities  of  Gadsden  and  Attalla.  This  is  the 
area  in  which  both  banks  compete  directly  and  derive 
the  bulk  of  their  deposits.  There  are  currently  1 0  banks 
in  the  market  operating  15  offices.  The  four  largest 
banks  in  the  market  control  66.3  percent  of  the  depos¬ 
its.  CVB  is  the  fifth  largest  bank  with  7.2  percent  of 
market  deposits,  and  SouthTrust  is  the  sixth  largest 
bank  in  the  relevant  market  with  5.6  percent  of  market 
deposits.  Upon  consummation  of  the  proposed  mer¬ 
ger,  the  four-firm  concentration  ratio  would  increase 
slightly  to  69.2  percent,  since  the  resulting  bank  will 
become  the  fourth  largest  in  the  relevant  market. 


'  Asset  figures  are  from  the  September  30,  1982,  report  of  condition. 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 


While  consummation  of  the  proposed  merger  will  elim¬ 
inate  one  competitor  from  the  relevant  market,  the 
impact  on  competition  will  not  be  significant.  The  mar¬ 
ket  is  not  highly  concentrated  and  a  sufficient  number 
of  banking  alternatives  will  remain  after  consummation 
of  the  proposed  merger.  Therefore,  this  Office  believes 
that  the  proposal  will  not  substantially  lessen  competi¬ 
tion  in  the  relevant  geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
"...  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions,  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served."  The  financial  and  managerial  re¬ 
sources  of  both  CVB  and  SouthTrust  are  considered 
satisfactory.  The  future  prospects  of  the  proponent 
banks,  independently  and  in  combination,  are  favor¬ 
able,  as  are  the  expected  effects  of  the  proposal  on 
the  convenience  and  needs  of  the  community  to  be 
served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
substantially  lessen  competition  in  the  relevant  market. 
Accordingly,  the  application  is  approved. 

September  8,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 
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THE  COLONIAL  BANK  OF  BIRMINGHAM,  NATIONAL  ASSOCIATION, 
Birmingham,  Ala.,  and  Walker  County  Bank,  Jasper,  Ala. 


Total 

assets* 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

Walker  County  Bank,  Jasper,  Ala.,  with . 

and  The  Colonial  Bank  of  Birmingham,  National  Association,  Birmingham,  Ala.  (15473),  which 

$  35,162,000 

182,631,000 

3  - 

11  - 

merged  October  12,  1982,  under  charter  of  the  latter  and  with  the  title  “The  Colonial  Bank  of 
Alabama,  National  Association."  The  merged  bank  at  date  of  merger  had . 

14 

COMPTROLLER'S  DECISION 

On  June  24,  1982,  application  was  made  to  the  OCC 
to  merge  Walker  County  Bank,  Jasper,  Ala.  (Walker), 
into  The  Colonial  Bank  of  Birmingham,  National  Asso¬ 
ciation,  Birmingham,  Ala.  (Colonial).  This  application  is 
based  on  an  agreement  finalized  between  Walker  and 
Colonial  on  June  15,  1982. 

As  of  March  30,  1982,  Walker,  an  independent  bank, 
had  total  deposits  of  $32,204,000  and  operated  three 
branches,  all  in  Jasper,  Ala.  On  the  same  date,  Colo¬ 
nial,  a  wholly-owned  subsidiary  of  The  Colonial 
BancGroup,  Inc.,  had  total  deposits  of  $146,242,000 
and  operated  9  branches  in  the  Birmingham  metro¬ 
politan  area. 

The  proponents  currently  do  not  compete  directly,  and 
as  such,  consummation  of  this  proposal  will  have  no 
significant  effect  on  existing  competition  in  the  relevant 
geographic  market.  The  relevant  market  for  this  pro¬ 
posal  is  Walker  County,  Ala.,  the  area  in  which  Walker 
operates  its  offices,  derives  the  bulk  of  its  deposits, 
and  therefore,  competes  directly.  Walker,  with  13.8  per¬ 
cent  of  market  deposits,  is  the  second  largest  of  the 
six  banks  operating  20  offices  in  the  relevant  market. 
The  largest  bank,  with  58.7  percent  of  market  depos¬ 
its,  is  over  four  times  the  size  of  Walker.  Colonial  de¬ 
rives  no  measurable  business  from  the  relevant  mar¬ 
ket,  and  its  closest  office  is  approximately  36  miles 
from  Jasper  Therefore,  consummation  of  this  proposal 
will  merely  replace  one  competitor  in  the  market  with 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 


another,  significantly  larger  institution,  while  permitting 
Colonial  to  enter  a  market  where  it  currently  does  not 
compete  directly. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served."  The  financial  and  managerial  re¬ 
sources  of  both  banks  are  considered  satisfactory. 
Consummation  of  the  proposed  merger  will  provide 
the  resulting  bank  with  an  increased  legal  lending  limit, 
and  customers  of  Walker  with  a  wider  range  of  serv¬ 
ices  from  which  to  choose.  Consequently,  the  future 
prospects  of  the  resulting  bank  are  favorable,  as  are 
the  expected  effects  of  the  proposal  on  the  conve¬ 
nience  and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

September  9,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 
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THE  ST.  LAWRENCE  NATIONAL  BANK. 

Canton.  N.Y.,  and  First  National  Bank  of  Waterloo,  Waterloo,  N.Y. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets *  In  To  be 

operation  operated 


First  National  Bank  of  Waterloo,  Waterloo,  N  Y.  (368),  with .  $  43,392,000  4  - 

was  purchased  October  14,  1982,  by  The  St.  Lawrence  National  Bank,  Canton,  N.Y.  (8531), 

which  had .  160,188,000  17  - 

After  the  purchase  was  effected  the  receiving  bank  had .  .  21 


COMPTROLLER'S  DECISION 

An  application  was  filed  on  May  24,  1982,  with  the 
OCC  by  The  St.  Lawrence  National  Bank,  Canton,  N.Y. 
(SLNB),  for  approval  to  purchase  the  assets  and  as¬ 
sume  the  liabilities  of  First  National  Bank  of  Waterloo, 
Waterloo,  N.Y.  (FNBW).  The  application  is  based  upon 
a  written  agreement  executed  by  the  banks  on  April  6, 
1982. 

As  of  March  31,  1982,  SLNB  held  total  deposits  of 
$129  million  and  FNBW  held  total  deposits  of  $36.7 
million.  Both  SLNB  and  FNBW  are  independent  unit 
banks. 

SLNB  and  FNBW  compete  in  separate  and  distinct 
markets  which  are  geographically  unconnected;  nei¬ 
ther  proponent  derives  any  business  from  the  market 
area  served  by  the  other.  The  relevant  market  for  this 
proposal  is  composed  of  two  distinct  geographic 
areas.  The  first  area  covers  a  radius  of  22  miles  sur¬ 
rounding  FNBW’s  main  office  in  Waterloo,  Seneca 
County,  and  is  served  by  17  other  commercial  banks. 
Deposits  for  the  18  banks  are  $875.2  million,  with 
FNBW  accounting  for  4  percent  of  the  total.  The  sec¬ 
ond  relevant  market  area  covers  approximately  an  1 1- 
mile  radius  from  the  branch  in  Hannibal,  Oswego 
County.  The  branch  has  total  deposits  of  $4  million, 
which  represents  1 .9  percent  of  the  commercial  bank 
deposits  in  Oswego  County. 

The  nearest  branch  of  SLNB  is  75  miles  from  the 
nearest  branch  of  FNBW.  Consummation  of  the  pro¬ 
posed  merger  would  not  have  an  adverse  effect  on 
competition. 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.”  The  financial  and  managerial  re¬ 
sources  of  SLNB  are  satisfactory.  However,  because  of 
financial  and  managerial  difficulties  and  an  inade¬ 
quate  capital  position,  the  present  condition  of  FNBW 
is  less  than  satisfactory  and  its  future  prospects  as  an 
independent  institution  are  not  favorable.  After  con¬ 
summation  of  this  proposal,  the  resulting  bank  will  be 
able  to  draw  on  the  financial  and  managerial  re¬ 
sources  of  SLNB.  Consequently,  the  future  prospects 
of  the  resulting  bank  appear  favorable,  as  do  the  ef¬ 
fects  of  the  proposed  merger  on  the  convenience  and 
needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
SLNB’s  record  of  helping  to  meet  the  credit  needs  of  its 
community,  including  low  and  moderate  income 
neighborhoods,  is  less  than  satisfactory.  Consumma¬ 
tion  of  this  proposal  is  expected  to  have  a  positive 
effect  on  efforts  to  meet  the  credit  needs  in  FNBW’s 
community,  due  to  the  resulting  bank’s  stronger  finan¬ 
cial  condition. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
have  a  significant  adverse  effect  on  competition  in  the 
relevant  market.  Accordingly,  approval  is  recom¬ 
mended. 

September  9,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

* 
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CENTRAL  FIDELITY  BANK,  N.A. 

Richmond,  Va.,  and  Central  Fidelity  Bank,  N.A.,  Culpeper,  Va. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


Central  Fidelity  Bank,  N.A. ,  Culpeper,  Va.  (5591 ),  with .  $  73,460,756  3  - 

and  Central  Fidelity  Bank,  N.A.,  Richmond,  Va.  (10080),  which  had .  606,428,024  34  - 

merged  October  22,  1982,  under  charter  of  the  latter  and  title  "Central  Fidelity  Bank,  National 

Association.”  The  merged  bank  at  date  of  merger  had .  679,888,780  -  37 


COMPTROLLER'S  DECISION 

Central  Fidelity  Bank,  N.A.,  Culpepper,  Central  Fidelity 
Bank,  Charlottesville*,  Central  Fidelity  Bank,  Northern 
Virginia*  and  Central  Fidelity  Bank  N.A.,  Richmond  are 
majority-owned  and  controlled  by  Central  Fidelity 
Banks,  Inc.,  Richmond,  Virginia,  a  registered  bank 
holding  company.  This  proposed  merger  is  a  corpo¬ 
rate  reorganization  which  would  have  no  effect  on 
competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 


*  Central  Fidelity  Bank,  N.A  ,  Charlottesville,  and  Central  Fidelity 
Bank,  Northern  Virginia,  did  not  merge  at  this  time 


The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

September  8,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 


LINCOLN  CENTRE  BANK,  NATIONAL  ASSOCIATION, 

Dallas,  Tex.,  and  Mercantile  Bank-North,  National  Association,  Dallas,  Tex. 


Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices 

In  To  be 

operation  operated 

Lincoln  Centre  Bank,  National  Association,  Dallas,  Tex.  (16851),  with . 

was  purchased  October  22,  1982,  by  Mercantile  Bank-North,  National  Association.  Dallas,  Tex. 

(17454),  which  had . 

After  the  purchase  was  effected  the  receiving  bank  had . 

$28,713,000 

6,900,000 

1  - 

0  - 

1 

COMPTROLLER’S  DECISION 

On  October  22,  1982,  application  was  made  to  the 
OCC  for  prior  written  approval  for  Mercantile  Bank- 
North,  National  Association,  Dallas,  Tex.  (Assuming 
Bank),  to  purchase  certain  assets  and  assume  certain 
liabilities  of  Lincoln  Centre  Bank,  National  Association, 
Dallas,  Tex.  (Lincoln  Centre). 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  September  30,  1982,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


The  present  application  is  based  upon  an  agreement, 
which  is  incorporated  herein  by  reference,  by  which 
Lincoln  Centre  and  the  Assuming  Bank  have  agreed 
that  the  Assuming  Bank  will  purchase  certain  assets 
and  assume  certain  of  the  liabilities,  including  all  the 
deposit  liabilities,  of  Lincoln  Centre.  For  the  reasons 
stated  hereafter,  the  Assuming  Bank's  application  is 
approved,  and  the  assumption  transaction  may  be 
consummated  immediately. 
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Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  an  assumption  transac¬ 
tion  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  these  anticompetitive  ef¬ 
fects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the 
convenience  and  needs  of  the  community  to  be 
served.  Additionally,  the  Comptroller  is  directed  to  con¬ 
sider  the  financial  and  managerial  resources  and  fu¬ 
ture  prospects  of  the  existing  and  proposed  institu¬ 
tions,  and  the  convenience  and  needs  of  the 
community  to  be  served.  When  necessary,  however,  to 
prevent  the  evils  attendant  upon  the  failure  of  a  bank, 
the  Comptroller  can  dispense  with  the  standards  ap¬ 
plicable  to  usual  acquisition  transactions  and  need  not 
consider  reports  on  the  competitive  effects  from  the 
consequences  of  the  transaction  ordinarily  solicited 
from  the  Department  of  Justice  and  other  banking 
agencies  He  is  authorized  in  such  circumstances  to 
act  immediately  in  his  sole  discretion  to  approve  such 
a  transaction  and  to  authorize  its  immediate  consum¬ 
mation. 


The  proposed  transaction  will  prevent  disruption  of 
banking  services  to  the  community  and  potential 
losses  to  a  number  of  uninsured  depositors  and  credi¬ 
tors.  The  Assuming  Bank  is  located  in  the  trade  area 
served  by  Lincoln  Centre.  The  Assuming  Bank  has  the 
financial  resources  to  absorb  Lincoln  Centre  and  to 


enhance  the  banking  services  available  in  the  Dallas 
banking  market. 

The  Comptroller  finds  that  the  proposed  transaction 
will  not  result  in  a  monopoly,  or  be  in  furtherance  of  any 
combination  or  conspiracy  to  monopolize  or  attempt  to 
monopolize  the  business  of  banking  in  any  part  of  the 
United  States,  and  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  The  Comp¬ 
troller  also  finds  that  this  Office  must  act  immediately 
in  order  to  prevent  the  probable  failure  of  Lincoln  Cen¬ 
tre.  The  Comptroller  thus  waives  publication  of  notice 
and  dispenses  with  the  solicitation  of  competitive  re¬ 
ports  from  other  agencies.  Finally,  the  Comptroller 
finds  that  an  emergency  exists  and  therefore  waives 
approval  of  the  transaction  by  shareholders  owning 
two-thirds  of  Lincoln  Centre’s  stock,  pursuant  to  the 
provisions  of  12  USC  181.  For  these  reasons,  the  As¬ 
suming  Bank’s  application  to  purchase  certain  of  the 
assets  and  assume  certain  of  the  liabilities  of  Lincoln 
Centre,  as  set  forth  in  the  agreement  between  Lincoln 
Centre  and  the  Assuming  Bank,  is  approved.  The 
transaction  may  be  consummated  immediately. 
October  22,  1982 

Due  to  the  emergency  nature  of  the  situation,  no  At¬ 
torney  General’s  report  was  requested. 

*  * 


VIRGINIA  NATIONAL  BANK, 

Norfolk,  Va.,  and  First  National  Bank  of  Fries,  Fries,  Va. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

First  National  Bank  of  Fries,  Fries,  Va.  (12290),  with . 

and  Virginia  National  Bank,  Norfolk,  Va.  (9885),  which  had . 

merged  October  25,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  27,242,733 

3,516,576,397 

3,541,930,638 

3 

179 

182 

COMPTROLLER’S  DECISION 

On  December  9,  1981,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  First  National 
Bank  of  Fries,  Fries,  Va.  (FNBF),  into  Virginia  National 
Bank,  Norfolk,  Va.  (VNB).  The  application  is  based  on 
an  agreement  finalized  between  VNB  and  FNBF  on 
September  9,  1981 .  First  National  Bank  of  Fries  will  be 
the  bank  resulting  from  the  consolidation  of  Citizens 
National  Bank,  Fries,  Va.,  and  Virginia  National  Bank / 
Fries,  Fries,  Va.  (organizing),  an  interim  national  bank 
subsidiary  of  VNB,  created  to  technically  facilitate  this 


proposed  merger,  which  will  occur  immediately  follow¬ 
ing  that  consolidation. 

As  of  June  30,  1981,  VNB,  the  principal  subsidiary  of 
Virginia  National  Bancshares,  Inc.,  Norfolk,  Va., 
(Bancshares),  was  the  second  largest  commercial 
bank  in  Virginia,  holding  total  domestic  deposits  of 
almost  $2.25  billion  in  1 79  offices  throughout  the  state. 
As  of  the  same  date,  FNBF  held  total  deposits  of  $20.3 
million  in  its  three  offices,  one  each  in  Fries  and  Inde- 
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pendence  in  Grayson  County  and  one  in  Galax  on  the 
boundary  between  Grayson  and  Carroll  counties. 

The  relevant  geographic  market  for  this  proposal  en¬ 
compasses  eastern  Grayson  County,  including  the 
communities  of  Fries,  Independence  and  the  City  of 
Galax.  FNBF  derives  over  84  percent  of  its  deposits 
from  this  area.  FNBF  is  the  smallest  of  four  commercial 
banks  operating  12  offices  in  the  market,  and  controls 
slightly  more  than  14  percent  of  commercial  bank  de¬ 
posits.  The  market  is  currently  dominated  by  offices  of 
an  independent  bank  and  by  offices  of  a  subsidiary  of 
a  major  statewide  bank  holding  company,  each  con¬ 
trolling  approximately  35  percent  of  commercial  bank 
deposits.  VNB  has  no  offices  within  the  relevant  mar¬ 
ket;  VNB’s  nearest  office  to  an  FNBF  office  is  in  Hills- 
ville,  Carroll  County,  13  miles  northeast  of  Galax  and 
isolated  from  the  Galax  market  by  the  area's  moun¬ 
tainous  terrain.  VNB  derives  only  a  nominal  volume  of 
its  business  from  FNBF's  market;  likewise  FNBF  de¬ 
rives  insignificant  business  from  areas  served  directly 
by  VNB  with  less  than  1 .5  percent  of  its  total  deposits 
originating  in  Carroll  County.  VNB  draws  approx¬ 
imately  $1 .6  million  in  deposits  from  the  relevant  mar¬ 
ket;  this  represents  1 .25  percent  of  the  total  commer¬ 
cial  bank  deposits  in  the  market  and  less  than  .1 
percent  of  VNB's  total  deposits.  The  resulting  bank  will 
still  have  the  smallest  market  share  of  the  competing 
commercial  banks. 

Consummation  of  this  proposal  will  merely  replace  one 
competitor  in  the  market  with  another  and  will  not  have 
an  adverse  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served."  The  financial  and  managerial  re¬ 
sources  of  both  banks  are  considered  satisfactory.  The 
future  prospects  of  the  proponent  banks,  indepen¬ 
dently  and  in  combination,  are  favorable,  as  are  the 
expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

September  17,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

Applicant,  the  only  banking  subsidiary  of  Virginia  Na¬ 
tional  Bankshares,  Inc.,  is  the  second  largest  bank  in 
Virginia.  Applicant  operates  1 84  offices  throughout  the 
state.  As  of  September  30,  1981,  Applicant  had  total 
domestic  assets  of  $3.0  billion  and  total  domestic  de¬ 
posits  of  $2.3  billion  including  IPC  demand  deposits  of 
$562  million. 

Bank  operates  its  main  office  and  one  branch  in  Gray¬ 
son  County,  and  one  branch  in  the  city  of  Galax,  situ¬ 
ated  on  the  border  of  Grayson  and  Carroll  counties.  As 
of  September  30,  1981 ,  Bank  had  total  assets  of  $23.4 
million  and  total  deposits  of  $21 .5  million  including  IPC 
demand  deposits  of  $2.9  million.  Bank  earned 
$175,000  during  1980  and  apparently  has  no  capital 
problems. 

Grayson  and  Carroll  counties  and  Galax  City  are  lo¬ 
cated  in  southwestern  Virginia  and  comprise  what  is 
known  as  the  "Twin  Counties"  area  of  the  Mt.  Rogers 
Planning  District.  Grayson  County  has  a  1980  popula¬ 
tion  of  16,579;  Carroll  County  has  a  1980  population  of 
27,270;  and  Galax  has  a  1980  population  of  6,524. 
The  largest  town  in  Grayson  County  is  Independence 
(1980  population  1,110),  13  miles  west  of  Galax,  fol¬ 
lowed  by  Fries  (1980  population  758),  10  miles  north¬ 
west  of  Galax  and  13  miles  northeast  of  Indepen¬ 
dence.  The  largest  town  in  Carroll  County  is  Hillsville 
(1980  population  2,125),  13  miles  east  of  Galax.  Galax 
is  the  center  of  the  Twin  Counties  area.  The  economy 
of  the  area  is  mostly  agricultural  and  textile  manufac¬ 
turing.  According  to  the  Twin  Counties  Chamber  of 
Commerce,  there  is  a  significant  amount  of  commuting 
into  Galax  from  both  counties  for  employment  and 
shopping. 

The  Federal  Reserve  Bank  of  Richmond  has  defined 
the  relevant  geographic  market  as  the  Twin  Counties 
area.  This  definition  is  appropriate  given  the  amount  of 
commuting  into  Galax  from  both  Grayson  and  Carroll 
counties.  Also,  both  banks  advertise  in  the  Galax 
newspaper  and  on  the  Hillsville,  Carroll  County,  radio 
station.  Thus,  the  most  appropriate  market  in  which  to 
analyze  the  effects  of  this  merger  is  the  Twin  Counties 
area  of  Grayson  and  Carroll  counties  and  Galax  City. 

Applicant  and  Bank  compete  in  the  relevant  market 
Applicant  operates  one  office  in  the  area  in  Hillsville, 
13  miles  east  of  Fries  and  Galax  and  25  miles  east  of 
Independence.  Applicant  ranks  third  of  six  commer¬ 
cial  banks  with  total  deposits  of  $40.9  million  repre¬ 
senting  20.93  percent  of  the  total  commercial  bank 
deposits  in  the  market.*  Bank  ranks  fifth  with  total 


*  All  commercial  bank  data  as  of  June  30,  1981 ,  savings  and  loan 
association  data  as  of  September  30.  1980 
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deposits  of  $20.3  million  representing  10.38  percent  of 
the  total  commercial  bank  deposits  in  the  market.  The 
three-firm  concentration  ratio  is  70.21  percent;  the 
four-firm  concentration  ratio  is  83.45  percent;  the  Her¬ 
findahl  index  is  .1974.  The  resulting  institution  will  rank 
first  with  total  deposits  of  $61.1  million  representing 
31.31  percent  of  the  total  commercial  bank  deposits. 
The  three-firm  concentration  ratio  will  increase  to  80.5 
percent;  the  four-firm  concentration  ratio  will  increase 
to  93.83  percent;  the  Herfindahl  index  will  increase  to 
.2409. 

One  savings  and  loan  association  operates  in  the  rele¬ 
vant  market.  Including  this  institution  Applicant  ranks 
third  with  18.72  percent  of  the  total  deposits  in  the 


market.  Bank  ranks  sixth  with  9.28  percent  of  the  total 
deposits  in  the  market.  The  three-firm  concentration 
ratio  is  62.80  percent;  the  four-firm  concentration  ratio 
is  74.64  percent;  the  Herfindahl  index  is  .1690.  The 
resulting  institution  will  rank  first  with  28.00  percent  of 
the  total  deposits  in  the  market.  The  three-firm  con¬ 
centration  ratio  will  increase  to  72.08  percent;  the  four- 
firm  concentration  ratio  will  increase  to  83.92  percent; 
the  Herfindahl  index  will  increase  to  .2038. 

The  proposed  transaction  will  eliminate  direct  com¬ 
petition  and  substantially  increase  concentration  lev¬ 
els  in  the  relevant  market.  Therefore,  we  conclude  that 
this  merger  will  have  a  significantly  adverse  effect  on 
competition. 


*  *  * 


THE  CONNECTICUT  NATIONAL  BANK, 

Bridgeport,  Conn.,  and  Hartford  National  Bank  and  Trust  Company,  Hartford,  Conn. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - - - 

assets  In  To  be 

operation  operated 


The  Connecticut  National  Bank,  Bridgeport,  Conn.  (335),  with .  $2,859,691,000  52  - 

and  Hartford  National  Bank  and  Trust  Company,  Hartford,  Conn.  (1338),  which  had .  747,903,000  67  - 

merged  October  30,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  3,624,778,000  -  119 


COMPTROLLER'S  DECISION 

On  October  1 5,  1 981 ,  an  application  was  filed  with  the 
OCC,  pursuant  to  the  Bank  Merger  Act,  12  USC 
1828(c),  for  prior  written  authorization  to  merge  The 
Connecticut  National  Bank,  Bridgeport,  Conn.  (CNB), 
into  Hartford  National  Bank  and  Trust  Company, 
Hartford,  Conn.  (HNB),  under  the  charter  of  HNB,  with 
the  title  “The  Connecticut  National  Bank,”  and  with  the 
head  office  to  be  located  in  Hartford,  Conn.  The  ap¬ 
plication  is  based  on  an  agreement  finalized  between 
HNB  and  CNB  on  August  27,  1981.  HNB  is  the  princi¬ 
pal  subsidiary  of  Hartford  National  Corporation, 
Hartford,  Conn.  (HNC),  a  bank  holding  company.  The 
merger  is  to  be  effected  through  the  exchange  of  the 
outstanding  shares  of  CNB  for  shares  of  HNC,  pur¬ 
suant  to  an  exchange  ratio  specified  in  the  merger 
agreement  ratified  by  the  shareholders  of  both  HNB 
and  CNB,  as  well  as  the  shareholders  of  HNC. 

At  the  time  this  proposal  was  considered  by  this  Office, 
there  was  pending  before  the  Board  of  Governors  of 
the  Federal  Reserve  System  (FRB)  an  application  by 
HNC,  pursuant  to  the  Bank  Holding  Company  Act,  12 
USC  1841,  for  prior  authorization  to  acquire  Mattatuck 
Bank  &  Trust  Company,  Waterbury,  New  Haven  County, 


Conn.  Because  that  acquisition  has  since  been  de¬ 
nied  by  the  FRB,  it  is  unnecessary  to  discuss  its  com¬ 
petitive  effects  in  this  opinion. 

HNB,  the  acquiring  bank,  was  incorporated  as  a  state- 
chartered  institution  in  1792  and  converted  into  a  na¬ 
tional  bank  in  1865.  HNB  is  headquartered  in  Hartford, 
Connecticut’s  state  capital,  located  in  the  central  sec¬ 
tion  of  the  state.  As  of  June  30,  1981,  HNB,  currently 
the  sole  commercial  banking  subsidiary  of  HNC,  held 
total  domestic  deposits  of  approximately  $1.9  billion 
and  operated  63  banking  offices,  most  of  which  are 
located  in  the  area  surrounding  Hartford  in  central 
Connecticut.  HNB  also  has  several  offices  in  Stamford 
in  Fairfield  County,  a  few  offices  in  the  area  to  the 
northwest  of  Hartford,  five  offices  in  the  New  Haven 
area,  and  several  offices  scattered  throughout  the 
eastern  and  southeastern  sections  of  the  state.  CNB, 
the  bank  to  be  acquired,  is  an  independent  bank, 
headquartered  in  Bridgeport,  an  industrial  center  in 
Fairfield  County  in  the  southwestern  section  of  the 
state.  As  of  June  30,  1981,  CNB  held  total  domestic 
deposits  of  $609.8  million  in  53  offices,  all  located  in 
the  southwestern  section  of  the  state.  Both  HNB  and 
CNB  currently  provide  their  customers  a  broad  range 
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of  commercial  and  retail  banking  and  other  financial 
services,  including  fiduciary,  international,  and  other 
specialized  facilities. 

Commercial  banks  are  operating  today  in  a  financial 
services  marketplace  which  is  undergoing  rapid 
change.  Historically,  different  types  of  financial  institu¬ 
tions  have  tended  to  fill  specific  roles,  with  each  seg¬ 
ment  of  the  financial  industry  offering  a  different  prod¬ 
uct  package  to  its  customers.  For  example,  in  terms  of 
credit  services  offered  to  borrowers,  each  depository 
institution  has  in  the  past  had  its  speciality,  e.g.,  com¬ 
mercial  loans  for  commercial  banks,  residential  mort¬ 
gage  loans  for  thrift  institutions  (savings  and  loan  as¬ 
sociations  and  mutual  savings  banks),  and  consumer 
loans  for  credit  unions.  The  legislative,  regulatory  and 
economic  environment  which  cemented  these  tradi¬ 
tional  roles,  however,  is  changing,  resulting  in  the  dis¬ 
appearance  of  many  of  these  customary  distinctions. 
Different  types  of  financial  institutions,  both  regulated 
and  nonregulated,  increasingly  offer  similar  products 
and  services.  From  the  perspective  of  a  customer 
purchasing  financial  services,  most  types  of  financial 
institutions  are  becoming  virtually  indistinguishable. 

The  major  legislative  impetus  to  this  industry  restruc¬ 
turing  is  the  Depository  Institutions  Deregulation  and 
Monetary  Control  Act  of  1980,  under  which  thrifts  are 
granted  expanded  asset  and  liability  authority.  Sav¬ 
ings  and  loan  associations  now  may  engage  in  credit 
card  operations,  have  increased  commercial  and  con¬ 
sumer  lending  powers,  and  may  offer  NOW  accounts. 
Mutual  savings  banks  have  expanded  commercial 
lending  and  demand  deposit  authority,  and  also  may 
offer  NOW  accounts.  Additional  legislative  and  regula¬ 
tory  initiatives  have  been  proposed  since  that  time  to 
further  deregulate  thrift  asset  powers.  For  example,  the 
Federal  Home  Loan  Bank  Board  has  proposed  permit¬ 
ting  federally  chartered  savings  and  loan  associations, 
through  service  corporation  subsidiaries,  to  make 
commercial  loans,  offer  money  market  mutual  funds, 
and  underwrite  insurance. 

In  the  financial  services  industry  generally,  in  recent 
years  there  has  been  significant  technological  ad¬ 
vance  and  a  rapid  pace  of  market  innovation  from  both 
depository  institutions  and  the  non-depository  firms. 
The  variety  of  providers  of  financial  services  in  this 
country  continues  to  increase:  mortgage  bankers,  fi¬ 
nance  companies,  federally  sponsored  credit  granting 
and  guaranteeing  agencies,  insurance  companies, 
pension  funds,  investment  bankers,  securities  bro¬ 
kers,  real  estate  service  firms,  and  even  retailers  are 
offering  or  plan  to  offer  services  which  once  were 
exclusively  in  the  banking  domain.  To  take  an  obvious 
example,  consumers  are  no  longer  limited,  as  they 
once  were,  to  commercial  banks  for  their  transaction 


account  services.  They  may  now  go  to  their  local  thrift 
institution  or  credit  union  or  to  their  stock  broker  or 
insurance  company  sponsoring  a  money  market  fund 
for  such  services.  In  a  recent  dramatic  move,  Sears 
Roebuck  announced  its  plans  to  offer  a  full  range  of 
financial  services  through  its  hundreds  of  retail  outlets 
nationwide. 

Restructuring  of  depository  institutions  in  Connecticut 
has  already  advanced  substantially.  Thrift  institutions, 
and  mutual  savings  banks  in  particular,  may  now  com¬ 
pete  in  virtually  all  areas  of  financial  services.  Con¬ 
necticut  thrift  institutions  have  made  significant  and 
rapid  progress  toward  providing  a  wide  range  of  finan¬ 
cial  services.  Thrifts  have  long  been  empowered  to 
market  retail  financial  services.  Additionally,  in  1981, 
Connecticut  authorized  savings  banks  to  offer  com¬ 
mercial  lending  and  related  deposit  services.  Certain 
thrift  institutions  are  also  presently  able  to  offer  fiduci¬ 
ary  services. 

The  result  is  a  highly  competitive  financial  services 
industry  in  Connecticut.  Thrifts  currently  control  64 
percent  of  total  deposits  in  the  state,  up  from  55  per¬ 
cent  5  years  ago.  Thrifts  in  the  state  are  highly  com¬ 
petitive  in  retail  lending,  including  residential-related 
and  consumer  goods  financing.  Recently  granted 
commercial  powers  provide  thrifts  the  flexibility  to  be¬ 
come  highly  competitive  in  that  area  as  well. 

This  Office  is  of  the  opinion  that  delineation  of  the 
relevant  geographic  market  in  a  merger  proposal 
should  be  based  on  a  case-by-case  analysis  depend¬ 
ing  on  the  actual  competitive  activity  of  the  institutions 
involved.  In  this  case,  our  analysis  of  the  data  pre¬ 
sented  supports  the  applicant's  determination  of  the 
several  geographic  markets  which  would  be  directly 
affected  by  the  consummation  of  this  proposal.  While 
both  HNB  and  CNB  operate  offices  throughout  much 
of  the  state,  this  Office  finds  that  the  areas  appropriate 
for  competitive  analysis  are  the  several,  somewhat 
self-contained,  market  areas  surrounding  major  cities 
within  the  state.  Using  such  delineation,  HNB  primarily 
operates  in  five  geographic  markets  (the  Hartford, 
New  Haven,  New  London,  Danbury  and  Stamford/Nor¬ 
walk  markets).  CNB  operates  in  six  markets  (the 
Bridgeport,  Danbury,  Waterbury,  Hartford,  New  Haven 
and  Stamford/Norwalk  markets).  In  three  of  the  af¬ 
fected  markets  (New  London,  Bridgeport,  and  Water¬ 
bury),  only  one  of  the  proponents  is  a  competitor.  All  of 
these  market  areas  are  characterized  by  a  high  de¬ 
gree  of  competition  among  depository  institutions 
Connecticut's  dynamic  thrift  institutions  and  commer¬ 
cial  banks  provide  customers  in  all  regions  of  the  state 
with  a  variety  of  competitive  alternatives  for  obtaining 
financial  services. 
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For  example,  in  the  Hartford  market,  HNB's  major  mar¬ 
ket  area,  61  depository  institutions  with  365  offices 
compete  for  customers.  HNB  is  the  third  largest  com¬ 
petitor  in  this  market,  behind  the  leading  savings  bank 
and  a  larger  commercial  bank;  CNB  is  one  of  the 
smallest  competitors  in  the  market.  In  the  New  Haven 
market  there  are  34  depository  institutions  with  a  total 
of  1 91  offices.  The  two  largest  depository  institutions  in 
the  market  are  savings  banks;  HNB  and  CNB  rank  a 
mere  22nd  and  27th,  respectively.  The  Danbury  mar¬ 
ket  is  served  by  21  depository  institutions  with  74 
offices;  CNB  ranks  sixth  and  HNB  is  19th.  The  two 
leading  depository  institutions  in  Danbury  are  thrifts. 
The  Stamford/Norwalk  area,  at  the  southwest  corner  of 
the  state,  is  actually  part  of  the  larger  New  York  City 
metropolitan  area.  Because  many  residents  of  the 
Stamford/Norwalk  area  commute  into  New  York  City, 
financial  institutions  in  New  York  City  can  be  consid¬ 
ered  alternative  sources  of  financial  services  for  those 
individuals.  The  Stamford/Norwalk  market  has  30  de¬ 
pository  institutions  with  1 79  offices.  HNB  ranks  21  st  in 
this  market,  while  CNB  ranks  11th. 

It  is  apparent,  therefore,  that  those  markets  in  which 
the  applicants  are  both  present  are  highly  competitive 
markets  with  a  substantial  number  of  competitors. 
Similarly,  the  three  geographic  markets  where  only  one 
of  the  applicants  has  a  presence  are  also  charac¬ 
terized  by  a  significant  amount  of  competition.  In  the 
New  London  area,  for  example,  HNB  is  the  fourth 
largest  of  24  depository  institutions  which  together 
operate  91  offices.  The  Bridgeport  market  has  32  de¬ 
pository  institutions  with  a  total  of  162  offices;  CNB  is 
the  third  largest.  In  the  Waterbury  area,  where  CNB 
ranks  10th,  there  are  18  depository  institutions  with  76 
offices. 

Thus,  the  relevant  geographic  market  areas  clearly 
reflect  a  highly  competitive  financial  services  industry 
in  Connecticut.  In  every  corner  of  the  state,  customers 
can  choose  among  numerous  alternative  providers  of 
financial  services. 

We  find  that  the  proposed  merger  will  not  substantially 
lessen  commercial  banking  competition  in  the  af¬ 
fected  geographic  markets.  Those  markets  are  pres¬ 
ently  competitive  and  will  remain  so  after  consumma¬ 
tion  of  the  proposed  merger. 

HNB  and  CNB  are  direct  competitors  in  the  Danbury, 
Hartford,  New  Haven  and  Stamford/Norwalk  markets. 
However,  in  each  of  those  markets,  the  position  of  one 
or  both  of  the  applicants  is  so  minor  that  their  com¬ 
bination  clearly  would  not  eliminate  any  substantial 
competition.  In  the  Hartford  market,  HNB  ranks  sec¬ 
ond  in  deposit  holdings  among  26  commercial  banks, 
but  CNB  is  a  mere  23rd.  Conversely,  in  the  Danbury 


market,  CNB  ranks  second  out  of  10;  HNB  is  10th.  In 
the  New  Haven  market  HNB  is  eighth  of  16  and  CNB  is 
11th.  Neither  bank  has  a  substantial  presence  in  the 
Stamford/Norwalk  market;  out  of  15  banks,  HNB  ranks 
ninth  and  CNB  is  fourth.  Indeed,  because  commercial 
banks  located  in  the  remainder  of  the  New  York  City 
metropolitan  area  are  convenient,  alternative  sources 
of  financial  services  for  many  of  the  residents  of  the 
Stamford/Norwalk  area,  the  competition  between  HNB 
and  CNB  there  becomes  even  less  significant. 

Similarly,  we  find  that  there  would  be  no  substantial 
lessening  of  potential  competition  under  either  the 
“actual”  or  the  “perceived"  theories.  As  previously 
noted,  the  relevant  markets  are  competitive  and  the 
customers  in  those  markets  have  numerous  alternative 
sources  of  financial  services.  Moreover,- a  significant 
portion  of  many  of  the  relevant  markets  are  “towns" 
which  are  “closed”  under  Connecticut's  “home  office 
protection”  statute  to  further  entry  through  de  novo 
branch  offices  of  commercial  banks  not  headquar¬ 
tered  therein.1  Additionally,  the  number  of  existing  in¬ 
stitutions  already  serving  the  affected  markets  and  the 
limited  present  and  future  demand  for  additional  finan¬ 
cial  services  in  the  markets  would  tend  to  discourage 
entry  by  de  novo  branching  or  “toehold”  acquisition. 
Similarly,  although  HNC  might  be  able  to  enter  any  of 
the  markets  by  chartering  a  de  novo  subsidiary,  this 
would  not  likely  be  economically  or  competitively  prac¬ 
ticable. 

Our  conclusion  that  consummation  of  the  proposed 
merger  will  not  adversely  affect  competition  for  finan¬ 
cial  services  in  the  relevant  geographic  markets  is  fully 
supported  in  the  context  of  commercial  banks  as  a 
single  and  unique  line  of  commerce.  In  light  of  the 
recent  expansion  of  their  power  to  offer  financial  serv¬ 
ices,  it  is  this  Office's  view  that  thrift  institutions  should 
be  included  within  the  line  of  commerce  used  in  eval¬ 
uating  mergers  between  commercial  banks  in  appro¬ 
priate  cases.2 

As  noted  above,  thrift  institutions  in  Connecticut  and 
elsewhere  now  compete  in  virtually  all  areas  once  con- 


'  In  Connecticut,  state  and  national  commercial  banks,  state  sav¬ 
ings  and  loan  associations,  and  savings  banks  are  precluded  from 
operating  a  branch  office  in  any  “town"  in  which  the  main  office  of 
another  financial  institution  of  the  same  type  is  located  C.G.S.A 
Subsections  36-59,  36-129,  and  36-180.  Federally  chartered  sav¬ 
ings  and  loan  associations  are  not  subject  to  state  branching  laws 
and  may  branch  statewide 

2  See  also,  Decision  of  the  Comptroller  of  the  Currency  on  Applica¬ 
tion  to  merge  Merchants  National  Bank  of  Bangor,  Bangor,  Maine, 
into  Northern  National  Bank,  Presque  Isle,  Maine,  dated  December 
12,  1980,  pages  8-9  Indeed,  in  United  States  v.  Connecticut  Na¬ 
tional  Bank,  418  U  S  656,  666  (1974),  the  Court  observed  "At  some 
stage  in  the  development  of  savings  banks  it  will  be  unrealistic  to 
distinguish  them  from  commercial  banks  for  purposes  of  the  Clayton 
Act.” 
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sidered  by  the  courts  to  be  the  exclusive  line  of  com¬ 
merce  of  commercial  banks.  Connecticut  thrift  institu¬ 
tions  have  made  significant  and  rapid  progress  toward 
providing  a  range  of  financial  services  which  is  fully 
competitive  with  and  fully  comparable  to  that  offered 
by  commercial  banks.  Moreover,  with  their  expanded 
powers,  thrifts  are  now  authorized  to  offer  combina¬ 
tions  of  financial  services  which  are  substantially  simi¬ 
lar  to  those  previously  available  only  from  commercial 
banks. 

While  such  expanded  services  may  legally  be  offered, 
the  degree  to  which  they  actually  are  offered,  or  are 
likely  to  be  offered  in  the  near  future,  is  relevant  in  any 
assessment  of  the  overall  effect  of  thrifts  on  competi¬ 
tion  in  providing  financial  services.  As  noted,  thrifts 
control  substantial  proportions  of  total  deposits  in  Con¬ 
necticut  and  in  the  markets  served  by  each  of  the 
applicants,  dominating  entire  markets  in  several  in¬ 
stances.  In  addition,  thrifts  are  fully  competitive  in  retail 
lending,  including  residential-related  and  consumer 
goods  financing.  Finally,  while  the  record  presently 
available  to  the  Office  is  not  complete  and  does  not 
permit  definite  findings  on  the  issue,  it  appears  that 
Connecticut  thrifts  have  both  the  capacity  and  the 
motivation  to  utilize  their  new  "commercial"  powers 
aggressively  and  that  they  will  do  so  in  the  near  future. 
Present  levels  of  such  activities  are  but  a  mere  har¬ 
binger  of  what  may  be  reasonably  expected. 

These  facts  have,  in  our  opinion  profound  implications 
for  the  proper  definition  of  the  appropriate  line  of  com¬ 
merce  used  in  evaluating  mergers  between  commer¬ 
cial  banks.  Such  a  definition  must  be  based  upon  a 
realistic  appraisal  of  the  market  for  the  relevant  prod¬ 
uct  and  its  reasonably  close  substitutes.  Accordingly, 
this  Office  is  of  the  view  that  the  realities  of  the  mar¬ 
ketplace  for  financial  services  require  that  competition 
from  thrift  institutions  be  considered  in  defining  the 
appropriate  product  market  (i.e.,  “line  of  commerce”) 
and  in  assessing  the  competitive  effects  of  a  commer¬ 
cial  bank  merger  proposal.  Whether  thrift  institutions 
should  be  included  in  the  relevant  line  of  commerce  for 
a  particular  merger  must  turn  upon  a  case-by-case 
analysis  of  the  role  of  thrifts  in  the  relevant  geographic 
market  at  issue.  Appropriate  factors  to  be  considered 
in  such  an  analysis  would  include  the  degree  to  which 
thrifts  are  legally  empowered  to  offer  services  and 
combinations  of  services  which  are  similar  to  those 
offered  by  commercial  banks,  the  degree  to  which 
they  are  presently  offering  such  services,  and  the  ex¬ 
tent  to  which  they  are  likely  to  offer  such  services  in  the 
future. 

Inclusion  of  thrift  institutions  in  the  line  of  commerce 
relevant  to  the  subject  proposed  merger  would  sub¬ 
stantially  reduce  its  already  insignificant  competitive 


effects.  For  example,  in  Stamford/Norwalk,  CNB's  rank 
would  be  reduced  from  fourth  to  11th;  HNB  would  be 
21st  rather  than  ninth.  Similarly,  in  the  Waterbury  mar¬ 
ket,  CNB’s  rank  would  drop  from  fourth  to  10th. 

These  facts  demonstrate  that  the  inclusion  of  thrifts  in 
the  relevant  line  of  commerce  for  a  commercial  bank 
merger  can  significantly  alter  the  apparent  market 
positions  of  the  merger  applicants.  In  light  of  our  con¬ 
clusion  that  there  will  not  be  a  substantial  lessening  of 
competition  even  when  the  relevant  line  of  commerce 
is  restricted  to  commercial  banks,  we  do  not  rely  upon 
a  broader  definition  of  line  of  commerce  in  reaching 
our  decision  on  the  subject  application. 

The  Bank  Merger  Act,  1 2  USC  1 828(c)(5),  requires  that 
this  Office  ”...  take  into  consideration  the  financial 
and  managerial  resources  and  future  prospects  of  the 
existing  and  proposed  institutions,  and  the  conve¬ 
nience  and  needs  of  the  community  to  be  served.” 
With  all  factors  considered,  the  financial  and  manage¬ 
rial  resources  of  CNB  are  satisfactory  and  its  future 
prospects  appear  favorable.  Asset  quality  is  good, 
liquidity  and  capital  are  adequate,  and  earnings,  while 
modest,  have  been  stable.  The  financial  resources  of 
HNB,  and  its  parent,  HNC,  reflect  improvement  and 
stabilization  over  conditions  which  were  present  for  a 
time  in  previous  years.  Earnings  performance  has, 
however,  been  mediocre,  but  is  now  steadily  improv¬ 
ing.  Internal  equity  formation  has  suffered  from  a 
higher-than-peer  dividend  payout,  to  support  the  par¬ 
ent  holding  company’s  debt  service  commitments. 
HNB's  capital  position,  of  some  concern  in  past  years, 
remains  extended  but  is  also  rebounding  and  should 
be  further  enhanced  by  consummation  of  this  pro¬ 
posal.  Asset  quality  and  liquidity  are  satisfactory.  Man¬ 
agement  is  considered  satisfactory.  Overall,  improve¬ 
ments  in  HNB’s  financial  condition  are  such  that  its 
future  prospects  appear  favorable  and  its  ability  to 
compete  effectively  is  not  expected  to  be  restrained. 
Projected  financial  information  for  the  bank  which 
would  result  from  the  consummation  of  this  proposed 
merger  indicates  a  financially  sound  institution,  with 
reasonably  adequate  earnings  and  acceptable  capital 
support.  It  is  expected  that  the  merger  will  have  a 
positive  effect  on  the  convenience  and  needs  of  the 
community  because  the  resulting  bank  will  have 
broadened  managerial  resources  and  a  stronger  fi¬ 
nancial  condition. 

Only  one  comment  on  the  merits  of  the  proposed 
merger  was  received  from  an  interested  party.  A  con¬ 
sulting  bank  analyst  filed  comments  on  behalf  of  Mr  E. 
Clayton  Gengras,  who  represents  the  interests  of  The 
Allyn  Corporation  and  its  wholly-owned  subsidiary,  The 
Connecticut  Company.  Cumulatively,  they  hold  ap¬ 
proximately  6.3  percent  of  the  outstanding  common 
shares  of  HNC,  constituting  the  largest  single  interest 
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in  that  corporation.  Mr.  Gengras  also  communicated 
directly  with  all  HNC  shareholders  regarding  this  pro¬ 
posal  prior  to  the  HNC  shareholders  meeting  and  filed 
suit  in  United  States  District  Court  for  the  District  of 
Connecticut,  relating  to  the  HNC  shareholders  meet¬ 
ing  and  the  information  provided  to  HNC  shareholders 
on  this  proposal. 

The  comments  initially  submitted  to  this  Office  dealt 
with  the  propriety  and  timeliness  of  the  proposed 
transaction;  the  effect  of  the  transaction  on  the  value  of 
HNC  shares,  due  to  alleged  dilution  caused  by  the 
exchange  ratio  offered  to  CNB  shareholders,  which 
allegedly  might  prompt  “accelerated  risk  taking”  by 
HNC  to  provide  additional  earnings  to  offset  the  dilu¬ 
tion;  the  alleged  inadequacy  of  disclosure  materials 
submitted  to  HNC  shareholders;  the  commitment  of 
the  proponents  to  the  transaction  in  view  of  the  "poten¬ 
tial  for  antitrust  intervention”;  and,  the  inappropriate¬ 
ness  of  the  transaction  given  the  alleged  “full  utiliza¬ 
tion”  of  HNC's  capital  funds.  The  concern  related  to 
capital  adequacy  was  further  discussed  in  supple¬ 
mentary  materials  submitted  both  to  this  Office  and  the 
FRB,  following  their  December  1981,  joint  issuance  of 
Capital  Adequacy  Guidelines. 

It  is  the  opinion  of  this  Office  that  the  substance  and 
timing  of  transactions  such  as  this  proposal  are  gener¬ 
ally  the  prerogative  of  the  shareholders,  directors,  and 
management  of  the  financial  institutions  involved. 
Given  the  present  condition  of  HNB  and  CNB,  as  dis¬ 
cussed  in  greater  detail  elsewhere  herein,  this  Office 
finds  no  reason  to  interfere  with  the  timing  of  such 
business  decisions  already  determined  by  the  man¬ 
agement,  directors,  and  shareholders  of  HNB  and 
CNB.  Likewise,  the  possible  effect  of  any  such  trans¬ 
action  on  the  value  of  the  stock  involved,  whether 
positive  or  negative,  is,  again,  a  matter  generally  left  to 
the  judgment  of  the  appropriate  directors,  manage¬ 
ment,  and  shareholders.  The  issue  of  the  adequacy  of 
the  shareholder  disclosure  documents  is  before  the 
courts  and  will  not  be  addressed  here.  However,  those 
documents  were  reviewed  for  compliance  with  the  ap¬ 
propriate  disclosure  requirements  of  both  the  Se¬ 
curities  and  Exchange  Commission  and  this  Office. 
Also,  since  consummation  of  this  proposal  will  not 
substantially  lessen  commercial  banking  competition 
in  the  relevant  geographic  markets,  this  Office  does 
not  anticipate  antitrust  intervention. 

The  capital  strength  of  HNC  and  that  of  the  resulting 
bank  subsequent  to  the  consummation  of  this  pro¬ 


posal,  when  measured  against  the  Capital  Adequacy 
Guidelines  recently  issued  jointly  by  this  Office  and  the 
FRB,  reveals  an  institution  that  will  be,  as  the  com¬ 
ments  suggest,  fully  utilizing  its  capital.  Such  leverag¬ 
ing  is  not  inherently  negative;  in  fact,  a  reasonable 
degree  of  leveraging  may  be  in  the  best  interest  of 
HNC’s  shareholders.  This  Office  has  analyzed  the  con¬ 
dition  of  both  proponents,  the  resulting  bank,  and  its 
parent  bank  holding  company,  in  terms  of  the  Capital 
Adequacy  Guidelines,  and,  given  their  specific  situa¬ 
tions,  it  is  believed  that  their  capitalization  will  reasona¬ 
bly  conform  to  the  desired  levels  embodied  in  the 
guidelines.  This  Office  will  continue  to  monitor  the 
capital  position  of  the  resulting  bank  and  the  parent 
bank  holding  company  in  the  course  of  our  regular 
supervisory  activities  and  will,  if  necessary,  intervene 
to  ensure  that  capital  adequacy  is  maintained.  In  the 
meantime,  the  applicants’  expansion  strategy,  in  view 
of  their  overall  condition,  is  a  matter  that  this  Office 
believes  is  properly  left  to  the  banks’  directors,  man¬ 
agement,  and  shareholders. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  entire  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

This  Office  carefully  considered  this  application  pur¬ 
suant  to  the  requirements  of  the  Bank  Merger  Act,  12 
USC  1828(c),  as  well  as  the  reports  on  the  competitive 
factors  related  to  it  which  were  submitted  by  other 
agencies.  The  Department  of  Justice  concluded  that 
the  proposal  would  not  be  significantly  adverse  to 
competition.  The  Board  of  Governors  of  the  Federal 
Reserve  System  concluded  that  consummation  of  the 
proposal  would  have  only  an  adverse  competitive  ef¬ 
fect.  Also  carefully  considered  were  the  comments 
received  from  the  interested  party.  We  concluded  that 
the  consummation  of  the  proposed  merger  would  not 
violate  the  Bank  Merger  Act  and  would  be  in  the  public 
interest.  Consequently,  on  March  1,  1982,  the  applica¬ 
tion  was  approved. 

March  26,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 
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THE  CITIZENS  AND  SOUTHERN  NATIONAL  BANK, 

Savannah,  Ga.,  and  The  Citizens  and  Southern  Bank  of  Dalton,  Dalton,  Ga. 


Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices * 

In 

operation 

To  be 
operated 

The  Citizens  and  Southern  Bank  of  Dalton,  Dalton,  Ga.,  with . 

and  The  Citizens  and  Southern  National  Bank,  Savannah,  Ga.  (13068),  which  had . 

merged  October  31,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  13,652,000 

4,623,310,000 

4,755,748,000 

O 

139 

145 

COMPTROLLER'S  DECISION 

On  July  1,  1982  application  was  made  to  the  OCC  for 
authority  to  merge  The  Citizens  and  Southern  Bank  of 
Dalton,  Dalton,  Ga  (C&S-Dalton),  into  The  Citizens 
and  Southern  National  Bank,  Savannah,  Ga.  (C&S). 
The  application  is  based  on  an  agreement  finalized 
between  the  proponents  on  June  15,  1982. 

As  of  March  31,1 982,  C&S,  the  principal  subsidiary  of 
Citizens  and  Southern  Georgia  Corporation,  Atlanta, 
Ga.,  a  registered  bank  holding  company,  was  the 
largest  commercial  bank  in  Georgia,  holding  total  de¬ 
posits  of  $3.2  billion  in  1 28  offices  located  in  the  metro¬ 
politan  areas  of  the  state.  As  of  the  same  date,  C&S  - 
Dalton,  operating  two  offices,  held  total  deposits  of 
$10.8  million. 

While  C&S  and  C&S  -  Dalton  are  not  currently  “affili¬ 
ated"  in  the  formal,  legal  sense,  they  have  been 
closely  associated  for  many  years  through  C&S's 
“correspondent  associate”  system  relationship,  cre¬ 
ated  by  direct  and  indirect  influence  over  the  associ¬ 
ated  banks.  Pursuant  to  that  relationship,  the  corres¬ 
pondent  associate  banks  benefit  from  C&S  manage¬ 
ment  assistance  and  personnel,  certain  uniform 
personnel  policies  and  common  advertising,  and  the 
ability  to  offer  C&S  services  to  their  own  customers 
and  customers  of  other  C&S  associated  banks,  creat¬ 
ing  an  interdependent  financial  services  system  that, 
for  all  practical  purposes,  closely  associates  the 


*  A  number  of  transactions  were  consummated  simultaneously, 
thus,  asset  and  banking  office  figures  carried  are  for  the  beginning 
and  end  of  the  day. 


banks  in  the  perception  of  the  banking  public.  As 
such,  competition  between  the  system’s  banks  is,  at 
best,  only  nominal.  C&S  has  effectively  used  this  sys¬ 
tem  to  extend  its  services  directly  into  areas  not  pre¬ 
viously  permitted  under  state  branching  statutes.  Con¬ 
sequently,  consummation  of  this  proposal  is  consid¬ 
ered  to  be  nothing  more  than  a  corporate  reorganiza¬ 
tion  within  the  C&S  system.  As  such,  it  would  have  no 
effect  on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nities  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

We  have  considered  this  application  pursuant  to  the 
Bank  Merger  Act,  12  USC  1828(c),  and  find  that  it 
does  not  lessen  competition.  Therefore,  the  applica¬ 
tion  is  approved. 

September  24,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 
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THE  CITIZENS  AND  SOUTHERN  NATIONAL  BANK, 


Savannah,  Ga.,  and  The  Citizens  and  Southern  Bank  of  Hart  County,  Hartwell,  Ga. 

Total 

assets* 

Banking  offices' 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

The  Citizens  and  Southern  Bank  of  Hart  County,  Hartwell,  Ga.,  with . 

and  The  Citizens  and  Southern  National  Bank,  Savannah,  Ga.  (13068),  which  had . 

merged  October  31,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  56,041,000 

4,623,310,000 

4,755,748,000 

1 

139 

145 

COMPTROLLER'S  DECISION 

On  June  10,  1982  application  was  made  to  the  OCC 
for  authority  to  merge  The  Citizens  and  Southern  Bank 
of  Hart  County,  Hartwell,  Ga.  (C&S  -  Hartwell),  into  The 
Citizens  and  Southern  National  Bank,  Savannah,  Ga. 
(C&S).  The  application  is  based  on  an  agreement  final¬ 
ized  between  the  proponents  on  April  19,  1982. 

As  of  March  31,1 982,  C&S,  the  principal  subsidiary  of 
Citizens  and  Southern  Georgia  Corporation,  Atlanta, 
Ga.,  a  registered  bank  holding  company,  was  the 
largest  commercial  bank  in  Georgia,  holding  total  de¬ 
posits  of  $3.2  billion  in  1 28  offices  located  in  the  metro¬ 
politan  areas  of  the  state.  As  of  the  same  date,  C&S  - 
Hartwell,  a  unit  bank,  held  total  deposits  of  $46.7  mil¬ 
lion. 

While  C&S  and  C&S  -  Hartwell  are  not  currently  “affili¬ 
ated”  in  the  formal,  legal  sense,  they  have  been 
closely  associated  for  many  years  through  C&S’s 
“correspondent  associate”  system  relationship,  cre¬ 
ated  by  direct  and  indirect  influence  over  the  associ¬ 
ated  banks.  Pursuant  to  that  relationship,  the  corres¬ 
pondent  associate  banks  benefit  from  C&S  manage¬ 
ment  assistance  and  personnel,  certain  uniform 
personnel  policies  and  common  advertising,  and  the 
ability  to  offer  C&S  services  to  their  own  customers 
and  customers  of  other  C&S  associated  banks,  creat¬ 
ing  an  interdependent  financial  services  system  that, 
for  all  practical  purposes,  closely  associates  the 


*  A  number  of  transactions  were  consummated  simultaneously; 
thus,  asset  and  banking  office  figures  are  for  the  beginning  and  end 
of  the  day 


banks  in  the  perception  of  the  banking  public.  As 
such,  competition  between  the  system's  banks  is,  at 
best,  only  nominal.  C&S  has  effectively  used  this  sys¬ 
tem  to  extend  its  services  directly  into  areas  not  pre¬ 
viously  permitted  under  state  branching  statutes.  Con¬ 
sequently,  consummation  of  this  proposal  is  consid¬ 
ered  to  be  nothing  more  than  a  corporate  reorganiza¬ 
tion  within  the  C&S  system.  As  such,  it  would  have  no 
effect  on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nities  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

We  have  considered  this  application  pursuant  to  the 
Bank  Merger  Act,  12  USC  1828(c),  and  find  that  it 
does  not  lessen  competition.  Therefore,  the  applica¬ 
tion  is  approved. 

September  24,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 
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THE  CITIZENS  AND  SOUTHERN  NATIONAL  BANK, 

Savannah,  Ga.,  and  The  Citizens  and  Southern  Bank  of  Jackson,  Jackson,  Ga. 


Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices' 

In 

operation 

To  be 
operated 

The  Citizens  and  Southern  Bank  of  Jackson,  Jackson,  Ga.,  with . 

and  The  Citizens  and  Southern  National  Bank,  Savannah,  Ga.  (13068),  which  had . 

merged  October  31,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  30,597,000 

4,623,310,000 

4,755,748,000 

'1 

139 

145 

COMPTROLLER'S  DECISION 

On  July  1,  1982  application  was  made  to  the  OCC  for 
authority  to  merge  The  Citizens  and  Southern  Bank  of 
Jackson,  Jackson,  Ga.  (C&S  -  Jackson),  into  The  Cit¬ 
izens  and  Southern  National  Bank,  Savannah,  Ga. 
(C&S).  The  application  is  based  on  an  agreement  final¬ 
ized  between  the  proponents  on  May  18,  1982. 

As  of  March  31 ,  1982,  C&S,  the  principal  subsidiary  of 
Citizens  and  Southern  Georgia  Corporation,  Atlanta, 
Ga.,  a  registered  bank  holding  company,  was  the 
largest  commercial  bank  in  Georgia,  holding  total  de¬ 
posits  of  $3.2  billion  in  1 28  offices  located  in  the  metro¬ 
politan  areas  of  the  state.  As  of  the  same  date,  C&S  - 
Jackson,  a  unit  bank,  held  total  deposits  of  $26.4 
million. 

While  C&S  and  C&S  -  Jackson  are  not  currently  "affili¬ 
ated'’  in  the  formal,  legal  sense,  they  have  been 
closely  associated  for  many  years  through  C&S's 
"correspondent  associate"  system  relationship,  cre¬ 
ated  by  direct  and  indirect  influence  over  the  associ¬ 
ated  banks.  Pursuant  to  that  relationship,  the  corres¬ 
pondent  associate  banks  benefit  from  C&S  manage¬ 
ment  assistance  and  personnel,  certain  uniform 
personnel  policies  and  common  advertising,  and  the 
ability  to  offer  C&S  services  to  their  own  customers 
and  customers  of  other  C&S  associated  banks,  creat¬ 
ing  an  interdependent  financial  services  system  that, 
for  all  practical  purposes,  closely  associates  the 


*  A  number  of  transactions  were  consummated  simultaneously, 
thus,  asset  and  banking  office  figures  are  for  the  beginning  and  end 
of  the  day 


banks  in  the  perception  of  the  banking  public.  As 
such,  competition  between  the  system's  banks  is,  at 
best,  only  nominal.  C&S  has  effectively  used  this  sys¬ 
tem  to  extend  its  services  directly  into  areas  not  pre¬ 
viously  permitted  under  state  branching  statutes.  Con¬ 
sequently,  consummation  of  this  proposal  is  consid¬ 
ered  to  be  nothing  more  than  a  corporate  reorganiza¬ 
tion  within  the  C&S  system.  As  such,  it  would  have  no 
effect  on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nities  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

We  have  considered  this  application  pursuant  to  the 
Bank  Merger  Act,  12  USC  1828(c),  and  find  that  it 
does  not  lessen  competition.  Therefore,  the  applica¬ 
tion  is  approved. 

September  24,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 
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THE  CITIZENS  AND  SOUTHERN  NATIONAL  BANK, 

Savannah,  Ga.,  and  The  Citizens  and  Southern  Bank  of  Thomas  County,  Thomasville,  Ga. 


Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices' 

In 

operation 

To  be 
operated 

The  Citizens  and  Southern  Bank  of  Thomas  County,  Thomasville,  Ga.,  with . 

and  The  Citizens  and  Southern  National  Bank,  Savannah,  Ga.  (13068),  which  had . 

merged  October  31,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  54,151,000 

4,623,310,000 

4,755,748,000 

O 

139 

145 

COMPTROLLER’S  DECISION 

On  June  10,  1982  application  was  made  to  the  OCC 
for  authority  to  merge  The  Citizens  and  Southern  Bank 
of  Thomas  County,  Thomasville,  Ga.  (C&S  - 
Thomasville),  into  The  Citizens  and  Southern  National 
Bank,  Savannah,  Ga.  (C&S).  The  application  is  based 
on  an  agreement  finalized  between  the  proponents  on 
May  17,  1982. 

As  of  March  31,1 982,  C&S,  the  principal  subsidiary  of 
Citizens  and  Southern  Georgia  Corporation,  Atlanta, 
Ga.,  a  registered  bank  holding  company,  was  the 
largest  commercial  bank  in  Georgia,  holding  total  de¬ 
posits  of  $3.2  billion  in  1 28  offices  located  in  the  metro¬ 
politan  areas  of  the  state.  As  of  the  same  date,  C&S  - 
Thomasville,  operating  two  offices,  held  total  deposits 
of  $47.7  million. 

While  C&S  and  C&S  -  Thomasville  are  not  currently 
“affiliated”  in  the  formal,  legal  sense,  they  have  been 
closely  associated  for  many  years  through  C&S’s 
“correspondent  associate"  system  relationship,  cre¬ 
ated  by  direct  and  indirect  influence  over  the  associ¬ 
ated  banks.  Pursuant  to  that  relationship,  the  corres¬ 
pondent  associate  banks  benefit  from  C&S  manage¬ 
ment  assistance  and  personnel,  certain  uniform 
personnel  policies  and  common  advertising,  and  the 
ability  to  offer  C&S  services  to  their  own  customers 
and  customers  of  other  C&S  associated  banks,  creat¬ 
ing  an  interdependent  financial  services  system  that, 
for  all  practical  purposes,  closely  associates  the 


*  A  number  of  transactions  were  consummated  simultaneously, 
thus,  asset  and  banking  office  figures  are  for  the  beginning  and  end 
of  the  day 


banks  in  the  perception  of  the  banking  public.  As 
such,  competition  between  the  system's  banks  is,  at 
best,  only  nominal.  C&S  has  effectively  used  this  sys¬ 
tem  to  extend  its  services  directly  into  areas  not  pre¬ 
viously  permitted  under  state  branching  statutes.  Con¬ 
sequently,  consummation  of  this  proposal  is  consid¬ 
ered  to  be  nothing  more  than  a  corporate  reorganiza¬ 
tion  within  the  C&S  system.  As  such,  it  would  have  no 
effect  on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nities  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

We  have  considered  this  application  pursuant  to  the 
Bank  Merger  Act,  12  USC  1828(c),  and  find  that  it 
does  not  lessen  competition.  Therefore,  the  applica¬ 
tion  is  approved. 

September  24,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 
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AMERICAN  NATIONAL  BANK  OF  JACKSONVILLE, 
Jacksonville,  Fla.,  and  American  State  Bank,  Jacksonville,  Fla. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets*  In  To  be 

operation  operated 


American  State  Bank,  Jacksonville,  Fla.,  with .  $  66,656,000  5  - 

and  American  National  Bank  of  Jacksonville,  Jacksonville,  Fla.  (14464),  which  had .  116,943,000  3  - 

merged  November  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had .  .  8 


COMPTROLLER'S  DECISION 

American  State  Bank  and  American  National  Bank  of 
Jacksonville  are  majority-owned  and  controlled  by 
American  Banks  of  Florida,  Inc.,  a  registered  bank 
holding  company.  This  proposed  merger  is  a  corpo¬ 
rate  reorganization  which  would  have  no  effect  on 
competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institi- 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 


*  Asset  figures  are  from  the  September  30,  1 982,  report  of  condition. 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 


The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satsifactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

July  8,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


BARCLAYS  BANK  OF  NEW  YORK, 

New  York,  N.Y.,  and  Bankers  Trust  Company  of  Hudson  Valley,  National  Association,  Poughkeepsie,  N.Y. 


Names  of  banks  and  type  of  transaction 

Total 

Banking  offices 

assets 

In  To  be 

operation  operated 

Barclays  Bank  of  New  York,  N.Y..  with . 

and  Bankers  Trust  company  of  Hudson  Valley,  National  Association,  Poughkeepsie,  N.Y.  (15641), 

which  had . 

merged  November  1,  1982,  under  charter  of  the  latter  and  title  "Barclays  Bank  of  New  York, 
National  Association,"  with  headquarters  in  New  York,  N.Y.  The  merged  bank  at  date  of  merger 
had . 

$1,169,281,264 

337,021,492 

1,504,345,190 

64  - 

25  - 

-  89 

COMPTROLLER'S  DECISION 

On  August  11,  1982,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  Barclays  Bank  of 
New  York,  New  York,  N.Y.  (Barclays),  into  Bankers  Trust 
Company  of  Hudson  Valley,  National  Association, 
Poughkeepsie,  N.Y.  (Bankers  Trust).  This  application  is 
based  on  an  agreement  finalized  between  Barclays 
and  Bankers  Trust  on  March  1,  1982. 


As  of  December  31,  1981,  Bankers  Trust  had  total 
deposits  of  $252  million  and  operated  25  banking 
offices.  Bankers  Trust  is  a  majority-owned  subsidiary  of 
Bankers  Trust  Corporation,  a  bank  holding  company 
headquartered  in  New  York  City,  N.Y  On  the  same 
date,  Barclays  had  total  deposits  of  $904  million  and 
operated  64  banking  offices  in  the  New  York  City  met¬ 
ropolitan  area.  Barclays  is  a  majority-owned  subsidiary 


95 


of  Barclays  Bank  International  Limited,  a  bank  holding 
company  with  headquarters  in  London,  England. 

The  proponents  do  not  currently  compete  directly. 
Therefore,  consummation  of  this  proposal  will  have  no 
significant  effect  on  existing  competition  in  the  relevant 
geographic  market  which  encompasses  the  counties 
of  Dutchess,  Ulster,  Rockland  and  Orange  in  south¬ 
eastern  New  York.  Bankers  Trust  derives  over  95  per¬ 
cent  of  its  deposits  from  the  relevant  market,  and  has  a 
10  percent  market  share  of  commercial  bank  deposits. 
Barclays  operates  no  offices  in  the  relevant  market  and 
the  closest  offices  of  the  proponents  are  12  miles 
apart.  Barclays  derives  no  measurable  business  from 
the  relevant  market.  Consequently,  consummation  of 
this  proposal  will  merely  replace  one  competitor  in  the 
relevant  market  with  another,  and  allow  Barclays  to 
expand  into  a  market  it  currently  does  not  serve. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.”  The  financial  and  managerial  re¬ 


sources  of  both  banks  are  considered  satisfactory. 
Future  prospects  of  the  proponent  banks,  indepen¬ 
dently  and  in  combination,  are  favorable,  as  are  the 
expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

October  1,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 


VENICE-NOKOMIS  BANK  AND  TRUST  COMPANY, 

Venice,  Fla.,  and  First  National  Bank  of  Florida,  Tampa,  Fla. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In 

operation 

To  be 
operated 

Venice-Nokomis  Bank  and  Trust  Company,  Venice,  Fla.,  with . 

and  First  National  Bank  of  Florida,  Tampa,  Fla.  (3497),  which  had . 

merged  November  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  1,155,759,016 
117,089,867 

1,271,066,561 

2 

21 

23 

COMPTROLLER’S  DECISION 

Venice-Nokomis  Bank  and  Trust  Company  and  First 
National  Bank  of  Florida  are  majority-owned,  and  con¬ 
trolled  by  First  Florida  Banks,  Iric.,  a  registered  bank 
holding  company.  This  proposed  merger  is  a  corpo¬ 
rate  reorganization  which  would  have  no  effect  on 
competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  reveals  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

September  22,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 
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FIRST  INTERSTATE  BANK  OF  UTAH,  NATIONAL  ASSOCIATION, 
Salt  Lake  City,  Utah  and  Box  Elder  County  Bank,  Brigham  City,  Utah 


Total 

assets* 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

Box  Elder  County  Bank,  Brigham  City,  Utah,  with . 

and  First  Interstate  Bank  of  Utah,  National  Association,  Salt  Lake  City,  Utah  (17241),  which  had. 
merged  November  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  45,659,000 
768,189,000 

O 

37 

39 

COMPTROLLER'S  DECISION 

On  June  1 ,  1 982,  application  was  made  to  the  OCC  to 
merge  Box  Elder  County  Bank,  Brigham  City,  Utah 
(County),  into  First  Interstate  Bank  of  Utah,  National 
Association,  Salt  Lake  City,  Utah  (First  Interstate).  This 
application  was  filed  pursuant  to  an  Agreement  to 
Merge  entered  into  by  County  and  First  Interstate  on 
May  20,  1982. 

As  of  December  31 , 1981,  County  had  total  deposits  of 
$42.3  million.  County  is  an  independent  bank  which 
operates  a  main  office  in  Brigham  City  and  one  branch 
in  adjacent  Perry.  As  of  the  same  date,  First  Interstate 
held  total  deposits  of  $604.6  million  in  34  offices,  rank¬ 
ing  as  the  third  largest  commercial  bank  in  Utah. 

The  relevant  market  for  this  proposal  is  Box  Elder 
County,  the  northwesternmost  county  in  Utah.  Both 
branches  of  County  are  located  along  the  more  popu¬ 
lous  eastern  edge  of  Box  Elder  County,  north  of  Salt 
Lake  City.  County  is  the  third  largest  of  the  five  banks 
currently  operating  in  the  market.  First  Interstate  has 
no  branch  offices  in  the  relevant  market  and  ZIP  code 
analysis  revealed  that  First  Interstate  acquired  only 
$726,000  in  deposits  from  Box  Elder  County,  which 
constitutes  less  than  1  percent  of  the  total  deposits  of 
Box  Elder  County  and  less  than  two-tenths  of  1  per¬ 
cent  of  the  total  deposits  of  First  Interstate.  Conse¬ 
quently,  the  two  parties  are  not  considered  to  compete 
directly  in  the  market  at  this  time. 


*  Asset  figures  are  from  the  September  30,  1 982,  report  of  condition. 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 


First  Interstate  has  received  preliminary  approval  to 
establish  a  branch  office  in  Brigham  City,  which  it 
intends  to  abandon  if  the  proposed  merger  is  ap¬ 
proved.  There  are  currently  five  commercial  banks  op¬ 
erating  eight  offices  in  Box  Elder  County,  including  the 
largest  commercial  bank  in  Utah.  In  addition,  the  sec¬ 
ond  largest  commercial  bank  in  the  state  has  received 
approval  to  establish  a  branch  office  in  the  market. 

Consummation  of  the  proposed  merger  will  merely 
replace  one  competitor  in  the  market  with  another, 
significantly  larger,  institution. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
"  .  ,  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served."  The  financial  and  managerial  re¬ 
sources  of  both  banks  are  considered  satisfactory. 
Consummation  of  the  proposed  merger  will  provide 
the  resulting  bank  with  an  increased  lending  limit  and 
will  allow  for  the  introduction  of  various  services,  in¬ 
cluding  automated  teller  machines,  into  the  market. 
Consequently,  the  future  prospects  of  the  resulting 
bank  are  favorable  and  should  permit  it  to  more  effec¬ 
tively  serve  the  convenience  and  needs  of  its  commu¬ 
nity. 

We  have  reviewed  the  proposal  pursuant  to  the  Bank 
Merger  Act,  1 2  USC  1 828(c).  This  decision  constitutes 
the  prior  written  approval  for  the  applicants  to  proceed 
with  the  proposed  merger. 

September  29,  1982 

The  Attorney  General’s  report  was  not  received. 
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SECURITY  TRUST  COMPANY, 

Miami,  Fla.,  and  Northern  Trust  Bank  of  Florida  National  Association,  Miami,  Fla. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

Security  Trust  Company,  Miami,  Fla.,  with . 

and  Northern  Trust  Bank  of  Florida  National  Association,  Miami,  Fla.  (17487),  which  had . 

merged  November  2,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  6,766,817 
3,737,621 

10,504,439 

1 

1 

-  1 

COMPTROLLER'S  DECISION 

Security  Trust  Company  and  Northern  Trust  Bank  of 
Florida  National  Association  are  majority-owned  and 
controlled  by  Northern  Trust  Corporation,  a  registered 
bank  holding  company.  This  proposed  merger  is  a 
corporate  reorganization  which  would  have  no  effect 
on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 

*  * 


communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

September  2,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  Security  Trust  Company  would  become  a  subsidi¬ 
ary  of  Northern  Trust  Corporation,  a  bank  holding  com¬ 
pany.  The  instant  transaction  would  merely  combine 
an  existing  bank  with  a  non-operating  institution;  as 
such,  and  without  regard  to  the  acquisition  of  the  sur¬ 
viving  bank  by  Northern  Trust  Corporation,  it  would 
have  no  effect  on  competition. 


CHARLESTON  NATIONAL  BANK, 

Charleston,  W.  VaM  and  The  First  National  Bank  of  South  Charleston,  South  Charleston,  W.  Va. 


Names  of  banks  and  type  of  transaction 

Total 
assets * 

Banking  offices 

In  To  be 

operation  operated 

The  First  National  Bank  of  South  Charleston,  South  Charleston,  W.  Va.  (11340),  with . 

was  purchased  November  5,  1982,  by  Charleston  National  Bank,  Charleston,  W.  Va.  (3236), 

which  had .  . 

After  the  purchase  was  effected,  the  receiving  bank  had . 

$  28,629,000 

373,009,000 

1 

2 

-  3 

COMPTROLLER’S  DECISION 

On  November  5,  1982,  application  was  made  to  the 
OCC  to  grant  prior  written  approval  for  Charleston 
National  Bank,  Charleston,  W.  Va.  (Assuming  Bank),  to 
purchase  certain  assets  and  assume  certain  liabilities 
of  The  First  National  Bank  of  South  Charleston,  South 


*  Asset  figures  are  from  the  June  30,  1982,  report  of  condition  for 
The  First  National  Bank  of  South  Charleston  and  from  the  September 
30,  1982.  report  of  condition  for  Charleston  National  Bank  Informa¬ 
tion  as  of  date  of  consummation  was  not  available  at  press  time 


Charleston,  W.  Va.  (FNB).  The  application  rests  upon 
an  agreement,  incorporated  herein  by  reference  the 
same  as  if  fully  set  forth,  negotiated  between  Assum¬ 
ing  Bank  and  the  Federal  Deposit  Insurance  Corpora¬ 
tion  (FDIC)  as  receiver  of  FNB.  For  the  reasons  set  forth 
below,  the  application  is  hereby  approved  and  Assum¬ 
ing  Bank  is  authorized  immediately  to  consummate 
the  purchase  and  assumption  transaction. 

FNB  was  chartered  as  a  national  bank  by  the  Comp¬ 
troller  of  the  Currency  on  April  28,  1919,  and  as  of 
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November  5,  1982,  had  total  deposits  of  $27  million. 
The  bank  was  declared  insolvent  on  November  5, 
1982,  and  pursuant  to  the  provisions  of  12  USC  191 
and  12  USC  1821(c),  the  Comptroller  appointed  the 
FDIC  receiver  of  FNB.  The  Comptroller  has  now  been 
asked  to  grant  his  written  approval  of  the  proposed 
agreement  negotiated  between  the  FDIC  and  Assum¬ 
ing  Bank  by  which  the  latter  would  purchase  certain 
assets  and  assume  certain  liabilities  of  FNB. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 
meeting  the  convenience  and  needs  of  the  community 
to  be  served.  Additionally,  the  Comptroller  is  directed 
to  consider  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions,  and  the  convenience  and  needs  of  the 
community  to  be  served.  When  necessary,  however,  to 
prevent  the  evils  attendant  upon  the  failure  of  a  bank, 
the  Comptroller  can  dispense  with  the  standards  ap¬ 
plicable  to  usual  acguisition  transactions  and  need  not 
consider  reports  on  the  competitive  effects  ordinarily 
solicited  from  the  Department  of  Justice  and  other 
banking  agencies.  He  is  authorized  in  such  circum¬ 
stances  to  act  immediately  in  his  sole  discretion  to 
approve  such  a  transaction  and  to  authorize  its  imme¬ 
diate  consummation. 


The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the  com¬ 
munity.  Assuming  Bank  will  have  strong  financial  and 
managerial  resources,  and  this  acquisition  will  enable 
it  to  enhance  the  banking  services  offered  in  the  South 
Charleston  community.  Thus,  the  approval  of  this 
transaction  will  help  to  avert  a  loss  of  public  confi¬ 
dence  in  the  banking  system,  and  will  improve  the 
services  offered  to  the  banking  public. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  Assuming  Bank’s  application  to  purchase 
certain  assets  and  assume  certain  liabilities  of  FNB,  as 
set  forth  in  the  agreement,  is  approved.  The  Comp¬ 
troller  further  finds  that  the  failure  of  FNB  requires  him 
to  act  immediately,  as  contemplated  by  the  Bank  Mer¬ 
ger  Act,  to  prevent  disruption  of  banking  services  to 
the  community;  and  the  Comptroller  thus  waives  pub¬ 
lication  of  notice,  dispenses  with  the  solicitation  of 
competitive  reports  from  other  agencies,  and  author¬ 
izes  the  transaction  to  be  consummated  immediately. 
November  5,  1982 

Due  to  the  emergency  nature  of  the  situation,  no  At¬ 
torney  General's  report  was  requested. 


*  *  * 


THE  FIRST  NATIONAL  BANK  OF  BERTHA, 

Bertha,  Minn.,  and  The  First  National  Bank  of  Verndale,  Verndale,  Minn. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets*  In  To  be 

operation  operated 


The  First  National  Bank  of  Verndale,  Verndale,  Minn.  (6022),  with .  $10,436,000  1  - 

was  purchased  November  5,  1982,  by  The  First  National  Bank  of  Bertha,  Bertha,  Minn.  (7373), 

which  had .  12,582,000  1  - 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  2 


COMPTROLLER’S  DECISION 

An  application  was  filed  on  June  14,  1982,  with  the 
OCC  by  The  First  National  Bank  of  Bertha,  Bertha, 
Minn.  (FNB-Bertha),  for  approval  to  purchase  the  as¬ 
sets  and  assume  the  liabilities  of  The  First  National 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition. 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 


Bank  of  Verndale,  Verndale,  Minn.  (FNB-Verndale). 
The  application  is  based  upon  a  written  agreement 
executed  by  the  banks  on  December  1,  1981. 

As  of  June  30,  1982,  FNB-Bertha  had  total  deposits  of 
$11.2  million  and  FNB-Verndale  had  total  deposits  of 
$9.1  million.  Both  FNB-Bertha  and  FNB-Verndale  are 
unit  banks  and  subsidiaries  of  separate  one-bank 
holding  companies. 
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The  proponents  state  that  each  bank  receives  80  per¬ 
cent  of  its  core  deposits  from  the  area  immediately 
surrounding  its  respective  office.  These  markets  do  not 
overlap  (the  banks  are  approximately  10  miles  apart) 
nor  is  there  any  other  commercial  bank  operating  in 
either  market.  FNB-Bertha  obtains  2.4  percent  of  its 
deposits  from  FNB-Verndale's  market;  FNB-Verndale 
obtains  less  than  1  percent  of  its  deposits  from  FNB- 
Bertha's  market.  Using  the  proponents’  market  defini¬ 
tion,  consummation  of  this  proposal  will  merely  replace 
one  competitor  in  the  Verndale  market  with  another. 

Flowever,  recognizing  the  close  proximity  of  the  propo¬ 
nents  and  the  absence  of  alternative  commercial 
banking  offices  in  both  Bertha  and  Verndale,  the  rele¬ 
vant  market  and,  thus,  the  degree  of  competition  be¬ 
tween  the  two  banks,  may  be  understated. 

Defining  the  market  to  include  the  nearby  communities 
of  Staples  and  Wadena,  as  well  as  Bertha  and  Vern¬ 
dale,  there  are  five  commercial  banks  holding  total 
deposits  of  $88.7  million.  FNB-Bertha  and  FNB-Vern¬ 
dale  rank  fourth  and  fifth,  respectively.  Combined,  the 
resulting  bank  would  rank  last,  with  a  22  percent  mar¬ 
ket  share.  This  expanded  market  definition  does  re¬ 
duce  the  number  of  competitors  by  one  but,  given  the 
availability  of  larger  alternatives,  this  Office  finds  that 

*  * 


the  proposed  transaction  will  not  have  an  adverse 
effect  on  competition. 

In  accordance  with  the  requirements  of  the  Bank  Mer¬ 
ger  Act,  this  Office  has  considered  the  financial  and 
managerial  resources  and  future  prospects  of  the  ex¬ 
isting  and  proposed  institutions  and  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
have  a  significant  effect  on  competition  in  the  relevant 
market.  Accordingly,  the  application  is  approved,  sub¬ 
ject  to  the  condition  noted  in  separate  communication 
to  FNB-Bertha. 

October  6,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

* 


FIRST  NATIONAL  STATE  BANK  OF  WEST  JERSEY, 

Burlington  Township,  N.J.,  and  One  Branch  of  The  Bank  of  New  Jersey,  Camden,  N.J. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets *  In  To  be 

operation  operated 


One  Branch  of  The  Bank  of  New  Jersey,  Camden,  N.J.,  with .  $722,722,000  1  - 

was  purchased  November  5,  1982,  by  First  National  State  Bank  of  West  Jersey,  Burlington 

Township,  N.J.  (1222),  which  had .  269,046,000  38  - 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  39 


COMPTROLLER’S  DECISION 

On  March  18,  1982,  First  National  State  Bank  of  West 
Jersey,  Burlington,  N.J.  (FNSB),  applied  for  permission 
to  purchase  certain  of  the  assets  and  assume  certain 
of  the  liabilities  of  The  Bank  of  New  Jersey,  Camden, 
N.J.  (B-NJ)  by  acquiring  B-NJ’s  “Delran  Branch”  lo¬ 
cated  in  Delran,  N.J. 

FNSB  is  headquartered  in  Burlington,  N.J.,  and  oper¬ 


*  Asset  figures  are  of  whole  bank  as  of  September  30,  1982,  report 
of  condition  Information  as  of  date  of  consummation  was  not  avail¬ 
able  at  press  time 


ates  19  branch  offices  in  Somerset  County  (7 
branches),  Morris  County  (1  branch)  and  Burlington 
County  (11  branches).  The  closest  office  of  FNSB  to 
the  Delran  Branch  is  4.7  miles  northeast,  in  Burlington. 
A  pending  application  to  acquire  two  branches  of  First 
Peoples  Bank  of  New  Jersey  would  result  in  the  closest 
branch  of  FNSB  being  located  in  Willingboro,  3.5  miles 
east. 

There  are  currently  17  commercial  banks  in  the  Bur¬ 
lington  County  market,  with  aggregate  deposits  of 
$1 ,024  billion  as  of  June  30,  1981 .  With  the  addition  of 
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the  $5  million  in  deposits  held  at  the  Delran  Branch, 
FNSB's  market  share  would  increase  from  1 1 .5  to  1 2.0 
percent.  The  impact  on  competition  is  considered  to 
be  minimal. 

The  financial  and  managerial  resources  of  FNSB  are 
satisfactory  and  its  future  prospects  appear  favorable. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
FNSB’s  record  of  helping  to  meet  the  credit  needs  of  its 

*  * 


entire  community,  including  low  and  moderate  income 
neighborhoods,  is  less  than  satisfactory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act,  12  USC  1828(c),  for  the  appli¬ 
cants  to  proceed  with  the  proposed  transaction. 
September  8,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


BANK  OF  QUITMAN, 

Quitman,  Ark.,  and  First  National  Bank  of  Cleburne  County,  Quitman,  Ark. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets*  In  To  be 

operation  operated 


Bank  of  Quitman,  Quitman,  Ark.,  with .  $17,359,000  1  - 

was  purchased  November  12,  1982,  by  First  National  Bank  of  Cleburne  County,  Quitman,  Ark. 

(17489),  which  had .  1,900,000  0  - 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  1 


COMPTROLLER  S  DECISION 

On  November  12,  1982,  application  was  made  to  the 
OCC  to  grant  prior  approval  for  First  National  Bank  of 
Cleburne  County,  Quitman,  Ark.  (Assuming  Bank)  to 
purchase  certain  assets  and  assume  certain  liabilities 
of  Bank  of  Quitman,  Quitman,  Ark.  The  application 
rests  upon  an  agreement,  incorporated  herein  by  refer¬ 
ence  the  same  as  if  fully  set  forth,  negotiated  between 
Assuming  Bank  and  the  Federal  Deposit  Insurance 
Corporation  (FDIC)  as  receiver  of  Bank  of  Quitman.  For 
reasons  set  forth  below,  the  application  is  hereby  ap¬ 
proved  and  Assuming  Bank  is  authorized  immediately 
to  consummate  the  purchase  and  assumption  trans¬ 
action. 

Bank  of  Quitman  was  chartered  by  the  Arkansas  State 
Bank  Department  on  August  15,  1903,  and  as  of  Octo¬ 
ber  29,  1982,  had  total  deposits  of  approximately  $17 
million.  The  bank  was  declared  insolvent  by  the  Arkan¬ 
sas  State  Bank  Department  on  November  12,  1982, 
and  the  FDIC  was  appointed  as  receiver.  The  Comp¬ 
troller  has  now  been  asked  to  grant  his  written  ap¬ 
proval  of  the  proposed  agreement  negotiated  between 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  September  30,  1982,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time. 


the  FDIC  and  Assuming  Bank  by  which  the  latter 
would  purchase  certain  assets  and  assume  certain 
liabilities  of  Bank  of  Quitman. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 
meeting  the  convenience  and  needs  of  the  community 
to  be  served.  Additionally,  the  Comptroller  is  directed 
to  consider  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions,  and  the  convenience  and  needs  of  the 
community  to  be  served.  When  necessary,  however,  to 
prevent  the  evils  attendant  upon  the  failure  of  a  bank, 
the  Comptroller  can  dispense  with  the  standards  ap¬ 
plicable  to  usual  acquisition  transactions  and  need  not 
consider  reports  on  the  competitive  effects  ordinarily 
solicited  from  the  Department  of  Justice  and  other 
banking  agencies.  He  is  authorized  in  such  circum¬ 
stances  to  act  immediately  in  his  sole  discretion  to 
approve  such  a  transaction  and  to  authorize  its  imme¬ 
diate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
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prevent  a  disruption  of  banking  services  to  the  Quit- 
man  community.  Assuming  Bank  will  have  strong  fi¬ 
nancial  and  managerial  resources,  and  this  acquisi¬ 
tion  will  enable  it  to  enhance  the  banking  services 
offered  in  the  Quitman  community.  Thus,  the  approval 
of  this  transaction  will  help  to  avert  a  loss  of  public 
confidence  in  the  banking  system,  and  will  improve  the 
services  offered  to  the  banking  public. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  Assuming  Bank's  application  to  purchase 

*  * 


certain  assets  and  assume  certain  liabilities  of  Bank  of 
Quitman,  as  set  forth  in  the  agreement,  is  approved. 
The  Comptroller  further  finds  that  the  failure  of  Bank  of 
Quitman  requires  him  to  act  immediately,  as  contem¬ 
plated  by  the  Bank  Merger  Act,  to  prevent  disruption  of 
banking  services  to  the  community;  and  the  Comp¬ 
troller  thus  waives  publication  of  notice,  dispenses 
with  the  solicitation  of  competitive  reports  from  other 
agencies,  and  authorizes  the  transaction  to  be  con¬ 
summated  immediately. 

November  12,  1982 


Due  to  the  emergency  nature  of  the  situation,  no  At¬ 
torney  General's  report  was  requested. 


VIRGINIA  NATIONAL  BANK, 

Norfolk,  Va.,  and  Farmers  Bank  of  Mathews,  Mathews,  Va. 


Total 
assets * 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

Farmers  Bank  of  Mathews,  Mathews,  Va.,  with . 

and  Virginia  National  Bank,  Norfolk,  Va.  (9885),  which  had . 

merged  November  12,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  36,489,000 

3,611,903,000 

1 

184 

185 

COMPTROLLER’S  DECISION 

On  June  3,  1982,  an  application  to  merge  Farmers 
Bank  of  Mathews,  Mathews,  Va.  (Farmers),  into  Virginia 
National  Bank,  Norfolk,  Va.  (VNB),  was  filed  with  this 
Office.  The  application  is  based  on  an  agreement  ex¬ 
ecuted  by  Farmers  and  VNB  on  April  14,  1982. 

VNB  is  the  second  largest  banking  organization  in 
Virginia  with  184  branches  throughout  the  state.  As  of 
December  31,  1981,  VNB  had  primary  capital  of  6  4 
percent  and  a  year-end  return  on  assets  of  .84  percent 
on  net  income  of  $25,500,000. 

Farmers,  a  state-chartered  bank,  operates  out  of  its 
main  office  only,  and  is  one  of  two  banking  organiza¬ 
tions  operating  in  Mathews  County.  Farmers  experi¬ 
enced  negative  operating  results  for  both  1980  and 
1981. 

The  relevant  geographic  market  for  purposes  of  this 
merger  is  considered  to  be  Mathews  County  in  its 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


entirety.  Farmers  draws  more  than  90  percent  of  its 
deposits  from  within  the  County.  VNB  has  no  branch¬ 
ing  presence  in  Mathews  County  and  its  nearest  office 
is  approximately  50  miles  away  and  is  separated  by 
two  counties  and  the  York  River.  The  County  itself  is  a 
rural  and  geographically  isolated  area  and  is  more 
than  40  road  miles  northwest  of  the  metropolitan  areas 
of  Newport  News  and  Hampton,  Virginia.  The  pro¬ 
posed  merger  of  Farmers  into  VNB  will  merely  replace 
one  competitor  with  a  stronger,  more  viable  banking 
institution;  therefore,  the  competitive  effects  will  be 
minimal. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions,  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.”  We  find  the  financial  and  manage¬ 
rial  resources  of  VNB  to  be  satisfactory.  VNB  is  in 
sound  condition,  is  well  managed  and  is  financially 
able  to  finance  the  proposed  acquisition  of  Farmers 
This  merger  is  considered  to  be  a  vehicle  to  correct 
the  negative  operating  results  experienced  by  Farmers 
by  resolving  Farmers’  existing  management,  capital 
and  internal  control  problems.  By  providing  a  larger 
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lending  limit,  trust  services,  automatic  teller  machines 
and  similar  expanded  services,  the  community  and 
existing  customers  of  Farmers  will  benefit  from  VNB's 
presence  in  the  market. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks’  records  of  helping  to  meet  the  credit  needs 
of  their  entire  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

* 


We  have  carefully  considered  the  application  pursuant 
to  the  Bank  Merger  Act,  12  USC  1828(c),  and  have 
concluded  that  the  proposed  merger  will  not  lessen 
competition.  Accordingly,  the  application  is  approved 
September  28,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 


UNITED  NATIONAL  BANK, 

Plainfield,  N.J.,  and  Hunterdon  County  Trust  Company,  Califon,  N.J. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets*  In  To  be 

operation  operated 


Hunterdon  County  Trust  Company,  Califon,  N.J.,  with .  $  38,376,000  4  - 

and  United  National  Bank,  Plainfield,  N.J.  (13174),  which  had .  239,166,000  9  - 

merged  November  15,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had .  .  13 


COMPTROLLER'S  DECISION 

On  July  21,  1982,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  Hunterdon  County 
Trust  Company,  Califon,  N.J.  (Hunterdon),  into  United 
National  Bank,  Plainfield,  N.J.  (UNB).  This  application 
is  based  on  an  agreement  finalized  between  Hunter¬ 
don  and  UNB  on  June  29,  1982. 

As  of  March  31,1 982,  Hunterdon  had  total  deposits  of 
$25  million  and  operated  four  offices  in  Hunterdon 
County.  On  the  same  date,  UNB  had  total  deposits  of 
$175  million  and  operated  nine  offices  in  the  Plainfield 
metropolitan  area.  Both  banks  are  independent. 

The  proponents  do  not  currently  compete  directly. 
Therefore,  consummation  of  this  proposal  will  have  no 
significant  effect  on  existing  competition  in  the  relevant 
geographic  market  which  encompasses  the  northern 
portion  of  Hunterdon  County.  Hunterdon  derives  over 
95  percent  of  its  deposits  from  the  relevant  market  and 
has  a  21.7  percent  market  share  of  commercial  bank 
deposits  which  ranks  it  third  in  the  market.  UNB  oper¬ 
ates  no  offices  in  the  relevant  market  and  the  closest 
offices  of  the  proponents  are  14  miles  apart.  UNB 
derives  no  measurable  business  from  the  relevant  mar¬ 
ket.  Consequently,  consummation  of  this  proposal  will 
merely  replace  one  competitor  in  the  relevant  market 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 


with  another,  and  allow  UNB  to  expand  into  a  market  it 
currently  does  not  serve. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.”  The  financial  and  managerial  re¬ 
sources  of  both  banks  are  considered  satisfactory. 
Future  prospects  of  the  proponent  banks,  indepen¬ 
dently  and  in  combination,  are  favorable  as  are  the 
expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

October  13,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

* 
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CENTRAL  FIDELITY  BANK,  NATIONAL  ASSOCIATION, 
Richmond,  Va.,  and  Central  Fidelity  Bank,  Charlottesville,  Va. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

Central  Fidelity  Bank,  Charlottesville,  Va.,  with . 

and  Central  Fidelity  Bank,  National  Association,  Richmond,  Va.  (10080),  which  had . 

merged  November  19,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  79,483,204 
743,239,008 

822,722,212 

7 

37 

44 

COMPTROLLER’S  DECISION 

Central  Fidelity  Bank,  N.A.,  Culpeper*,  Central  Fidelity 
Bank,  Charlottesville,  Central  Fidelity  Bank,  Northern 
Virginia*  and  Central  Fidelity  Bank,  N.A.,  Richmond, 
are  majority-owned  and  controlled  by  Central  Fidelity 
Banks,  Inc.,  Richmond,  Va.,  a  registered  bank  holding 
company.  This  proposed  merger  is  a  corporate  re¬ 
organization  which  would  have  no  effect  on  competi¬ 
tion. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 


*  Central  Fidelity  Bank,  N.A  ,  Culpeper,  and  Central  Fidelity  Bank, 
Northern  Virginia,  did  not  merge  at  this  time. 


The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

September  8,  1 982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 


OKLAHOMA  NATIONAL  BANK  AND  TRUST  COMPANY, 

Oklahoma  City,  Okla.,  and  New  Oklahoma  National  Bank  and  Trust  Company,  Oklahoma  City,  Okla. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets *  In  To  be 

operation  operated 


Oklahoma  National  Bank  and  Trust  Company,  Oklahoma  City,  Okla.  (13276),  with .  $131,620,000  2  - 

and  New  Oklahoma  National  Bank  and  Trust  Company,  Oklahoma  City,  Okla.  (13276), 

which  had .  240,000  0  - 

merged  November  19,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had .  .  2 


COMPTROLLER’S  DECISION 

On  October  15,  1982,  application  was  made  to  the 
OCC,  pursuant  to  12  USC  215a  and  the  Bank  Merger 
Act,  12  USC  1828(c),  for  prior  written  authorization  for 
New  Oklahoma  National  Bank  and  Trust  Company, 
Oklahoma  City,  Okla.  (Acquiring  Bank),  to  merge  with 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  September  30  1982,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


Oklahoma  National  Bank  and  Trust  Company, 
Oklahoma  City,  Okla.  (Oklahoma  National).  The  ap¬ 
plication  is  based  on  an  agreement  finalized  between 
Acquiring  Bank  and  Oklahoma  National  on  October 
15,  1982.  For  the  reasons  set  forth  below,  Acquiring 
Bank’s  application  is  approved  and  the  merger  trans¬ 
action  may  be  consummated  immediately. 

This  application  is  part  of  a  plan  to  reorganize 
Oklahoma  National,  in  conjunction  with  a  program  of 
financial  assistance  to  be  provided  by  the  Federal 
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Deposit  Insurance  Corporation  (FDIC).  That  plan  is  the 
result  of  efforts  by  the  OCC  and  the  FDIC  to  prevent  the 
failure  of  Oklahoma  National.  Subsequent  to  the  con¬ 
summation  of  this  proposal.  Acquiring  Bank  will  be 
responsible  for  meeting  all  of  the  deposit  liabilities 
currently  held  by  Oklahoma  National,  and  would  be 
available  to  provide  other  banking  services  to  the  pub¬ 
lic  now  served  by  Oklahoma  National.  As  such,  the 
proposed  transaction  would  prevent  disruption  of 
banking  services  to  the  community  and  prevent  poten¬ 
tial  losses  to  any  uninsured  depositors.  Considering 
the  financial  assistance  being  provided  by  the  FDIC, 
Acquiring  Bank  has  the  financial  resources  to  absorb 
Oklahoma  National  and  to  enhance  the  banking  serv¬ 
ices  available  in  the  market  now  served  by  Oklahoma 
National. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  merger  transaction 
which  would  have  certain  proscribed  anticompetitive 
effects  unless  he  finds  these  anticompetitive  effects  to 
be  clearly  outweighed  in  the  public  interest  by  the 
probable  effect  of  the  transaction  in  meeting  the  con¬ 
venience  and  needs  of  the  community  to  be  served. 

Additionally,  the  Comptroller  is  directed  to  consider  the 
financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.  When  necessary,  however,  to  prevent  the  evils 
attendant  upon  the  failure  of  a  bank,  the  Comptroller 
can  dispense  with  the  standards  applicable  to  usual 
acquisition  transactions  and  need  not  consider  reports 
on  the  competitive  effects  of  the  transaction  ordinarily 
solicited  from  the  Department  of  Justice  and  other 


banking  agencies.  He  is  authorized  in  such  circum¬ 
stances  to  act  immediately  in  his  sole  discretion  to 
approve  such  a  transaction  and  to  authorize  its  imme¬ 
diate  consummation. 

The  Comptroller  thus  finds  that  an  emergency  exists 
due  to  the  imminent  probable  failure  of  Oklahoma  Na¬ 
tional,  and  that  the  proposed  transaction  will  not  result 
in  a  monopoly,  or  be  in  furtherance  of  any  combination 
or  conspiracy  to  monopolize  or  attempt  to  monopolize 
the  business  of  banking  in  any  part  of  the  United 
States,  and  that  the  anticompetitive  effects  of  the  pro¬ 
posed  transaction,  if  any,  are  clearly  outweighed  in  the 
public  interest  by  the  probable  effect  of  the  proposed 
transaction  in  meeting  the  convenience  and  needs  of 
the  community  to  be  served.  For  these  reasons,  Ac¬ 
quiring  Bank’s  application  to  merge  with  Oklahoma 
National,  as  set  forth  in  the  agreement  between 
Oklahoma  National  and  Acquiring  Bank,  is  approved. 
The  merger  agreement  between  the  parties  has  been 
ratified  and  confirmed  by  the  affirmative  vote  of  share¬ 
holders  of  each  bank  owning  at  least  two-thirds  of  its 
capital  stock.  The  Comptroller  further  finds  that  the 
imminent  probable  failure  of  Oklahoma  National  re¬ 
quires  him  to  act  immediately,  as  contemplated  by  the 
Bank  Merger  Act,  to  prevent  disruption  of  banking 
services  to  the  community.  The  Comptroller  thus 
waives  publication  of  notice,  dispenses  with  the  solic¬ 
itation  of  competitive  reports  from  other  agencies  and 
authorizes  the  transaction  to  be  consummated  imme¬ 
diately. 

November  19,  1982 

Due  to  the  emergency  nature  of  the  situation,  no  At¬ 
torney  General's  report  was  requested. 


*  *  * 


GULFSTREAM  BANK,  N.A., 

Boca  Raton,  Fla.,  and  Gulfstream  National  Bank,  Tamarac,  Fla. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In 

operation 

To  be 
operated 

Gulfstream  National  Bank,  Tamarac,  Fla.  (17385),  with . 

and  Gulfstream  Bank,  N.A.,  Boca  Raton,  Fla.  (15241),  which  had . 

merged  November  23,  1982,  under  charter  of  the  latter  and  with  the  title  of  '  Gulfstream  Bank, 
National  Association."  The  merged  bank  at  date  of  merger  had . 

$  84,130.000 
896,755,000 

978.140,000 

4 

16 

20 

COMPTROLLER’S  DECISION 

Gulfstream  National  Bank,  Tamarac,  Fla.,  and 
Gulfstream  Bank,  N.A.,  Boca  Raton,  Fla.,  are  wholly- 
owned  and  controlled  by  Gulfstream  Banks,  Inc.,  Boca 
Raton,  Fla.,  a  registered  bank  holding  company.  This 


proposed  merger  is  a  corporate  reorganization  which 
would  have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu- 
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tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 


This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

October  22,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


COMMONWEALTH  BANK  AND  TRUST  COMPANY,  NATIONAL  ASSOCIATION, 


Williamsport,  Pa.,  and  The  Farmers  National  Bank  of  Watsontown,  Watsontown,  Pa. 

Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

The  Farmers  National  Bank  of  Watsontown,  Watsontown,  Pa.  (3459),  with . 

and  Commonwealth  Bank  and  Trust  Company,  National  Association,  Williamsport,  Pa.  (175), 

which  had . 

merged  November  26,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  21,984,000 

448,000,000 

470,969,000 

1  - 

25  - 

-  26 

COMPTROLLER’S  DECISION 

On  July  21,  1982,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  The  Farmers  National 
Bank  of  Watsontown,  Watsontown,  Pa.  (Farmers),  into 
Commonwealth  Bank  and  Trust  Company,  National 
Association,  Williamsport,  Pa.  (Commonwealth).  This 
application  is  based  on  an  agreement  finalized  be¬ 
tween  Farmers  and  Commonwealth  on  December  29, 
1981. 

Farmers  operates  a  unit  bank  in  north-central  Pennsyl¬ 
vania,  and  had  total  deposits  of  $21 .9  million  on  March 
31,  1982.  On  the  same  date,  Commonwealth  had  total 
deposits  of  $371  million  and  operated  25  banking 
offices  in  north-central  Pennsylvania.  Both  banks  are 
independent. 

The  proponents  do  not  currently  compete  directly  and, 
as  such,  consummation  of  this  proposal  will  have  no 
significant  effect  on  existing  competition  in  the  relevant 
geographic  market  The  relevant  market  for  this  pro¬ 
posal  is  the  Borough  of  Watsontown  and  the  Township 
of  Delaware,  both  in  Northumberland  County.  Farmers 
derives  over  95  percent  of  its  deposits  from  the  rele¬ 
vant  market,  and  holds  the  largest  deposit  market 
share  with  56  percent  There  are  only  two  commercial 


banks  competing  in  the  sparsely  populated  market. 
Commonwealth  operates  no  offices  in  the  relevant  mar¬ 
ket  and  the  closest  offices  of  the  proponents  are  13 
miles  apart.  Commonwealth  derives  an  insignificant 
amount  of  business  from  the  relevant  market.  Conse¬ 
quently,  consummation  of  this  proposal  will  merely  re¬ 
place  one  competitor  in  the  relevant  market  with  an¬ 
other,  and  allow  Commonwealth  to  expand  into  a 
market  it  currently  does  not  serve. 

As  required  by  the  Bank  Merger  Act,  this  Office  has 
considered  "...  the  financial  and  managerial  re¬ 
sources  and  future  propsects  of  the  existing  and  pro¬ 
posed  institutions  and  the  convenience  and  needs  of 
the  community  to  be  served.”  We  find  that,  after  con¬ 
summation  of  this  proposal,  the  acquired  proponent 
will  be  able  to  effectively  utilize  the  financial  and  mana¬ 
gerial  resources  of  Commonwealth.  Consequently,  the 
future  prospects  of  the  resulting  bank  appear  favor¬ 
able,  as  do  the  expected  effects  of  the  proposed  mer¬ 
ger  on  the  convenience  and  needs  of  the  community 
to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
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regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 


We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 


lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

October  26,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


FLORIDA  NATIONAL  BANK  OF  PALM  BEACH  COUNTY, 

West  Palm  Beach,  Fla.,  and  Nine  Branches  of  First  Marine  Bank  and  Trust  Company  of  the  Palm  Beaches, 
Riviera  Beach,  Fla. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets*  In  To  be 

operation  operated 


Nine  Branches  of  First  Marine  Bank  and  Trust  Company  of  the  Palm  Beaches,  Riviera  Beach, 

Fla.,  with .  $394,472,000  9  - 

were  purchased  December  1,  1982,  by  Florida  National  Bank  of  Palm  Beach  County,  West  Palm 

Beach,  Fla.  (14721),  which  had .  70,274,000  4  - 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  13 


COMPTROLLER'S  DECISION 

On  August  13,  1982,  application  was  made  to  the 
OCC  for  Florida  National  Bank  of  Palm  Beach  County, 
West  Palm  Beach,  Fla.  (FNB-Palm  Beach)  to  purchase 
certain  of  the  assets  and  assume  certain  of  the  lia¬ 
bilities  of  First  Marine  Bank  and  Trust  Company  of  the 
Palm  Beaches,  Riviera  Beach,  Fla.  (Marine  Bank).  The 
assets  and  liabilities  involved  are  associated  with  nine 
branch  offices  of  Marine  Bank  and  are  described  fur¬ 
ther  in  the  Stock  Purchase  and  Sale  Agreement,  dated 
June  3,  1982,  between  Barnett  Banks  of  Florida,  Inc. 
(Barnett  Banks),  parent  company  of  Marine  Bank,  and 
Florida  National  Banks  of  Florida,  Inc.,  parent  com¬ 
pany  of  FNB-Palm  Beach. 

As  of  March  31,  1982,  FNB-Palm  Beach  had  total 
deposits  of  $51.5  million  and  operated  four  offices  in 
the  eastern  half  of  Palm  Beach  County.  An  additional 
branch  is  approved  and  under  construction.  On  the 
same  date,  Marine  Bank  had  17  offices  along  the 
eastern  edge  of  the  county,  with  total  deposits  of 
$390.7  million.  The  proposed  purchase  involves  nine 
branches  with  total  deposits  of  $161.0  million. 

As  noted  above,  both  FNB-Palm  Beach  and  Marine 
Bank  operate  in  the  market  comprised  of  the  con¬ 


*  Asset  figures  are  of  whole  bank  as  of  September  30,  1982,  report 
of  condition  Information  as  of  date  of  consummation  was  not  avail¬ 
able  at  press  time 


tiguous  communities  along  the  eastern,  coastal  por¬ 
tion  of  Palm  Beach  County.  Within  this  market,  28  com¬ 
mercial  bank  subsidiaries  of  22  holding  companies 
actively  compete  for  deposits.  Prior  to  the  approval  of 
the  acquisition  of  First  Marine  Banks,  Inc.,  by  Barnett 
Banks  (February  17,  1982),  Marine  Bank  held  the 
largest  market  share  of  deposits,  $390.7  million  or  1 3.3 
percent.  Pursuant  to  that  approval,  Barnett  Banks  is 
divesting  Marine  Bank  of  the  nine  branch  offices  which 
account  for  approximately  40  percent  of  the  bank's 
total  deposits.  In  this  same  market,  FNB-Palm  Beach 
ranks  16th,  with  1.5  percent  of  total  deposits.  The 
resulting  bank  will  rank  fifth,  with  7.1  percent  of  depos¬ 
its.  The  market  will  continue  to  be  unconcentrated, 
with  the  top  four  market  participants  accounting  for 
less  than  50  percent  of  aggregate  deposits. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.”  The  financial  and  managerial  re¬ 
sources  of  both  banks  are  considered  satisfactory 
Consummation  of  the  proposed  transaction  will  pro¬ 
vide  FNB-Palm  Beach  with  an  increased  lending  limit 
and  a  broadened  branch  structure  with  which  to  serve 
its  customers.  The  future  prospects  of  FNB-Palm 
Beach  are  favorable,  as  are  the  expected  effects  of  the 
proposal  on  the  convenience  and  needs  of  the  com¬ 
munity  to  be  served 
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A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 

*  * 


substantially  lessen  competition  in  the  relevant  market. 
Accordingly,  the  application  is  approved,  subject  to 
conditions  contained  in  separate  correspondence. 
October  26,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


MARINE  FIRST  NATIONAL  BANK, 

Janesville,  Wis.,  and  Marine  Tobacco  Exchange  Bank,  Edgerton,  Wis.,  and  Marine  First  Peoples  Bank, 
Janesville,  Wis. 


Total 

Banking  offices 

Names  of  banks  and  type  of  transaction 

assets 

In  To  be 

operation  operated 

Marine  First  Peoples  Bank,  Janesville,  Wis.,  with . 

and  Marine  Tobacco  Exchange  Bank,  Edgerton,  Wis.,  with . 

and  Marine  First  National  Bank,  Janesville,  Wis.  (83),  which  had . 

merged  December  1,  1982,  under  charter  of  the  latter  and  title  "Marine  Bank  Rock  County, 
National  Association."  The  merged  bank  at  date  of  merger  had . 

$15,706,000 

21,194,000 

80,511,000 

117,411,000 

1 

1  - 

1 

-  3 

COMPTROLLER  S  DECISION 

The  Marine  Corporation  (TMC),  a  multi-bank  holding 
company,  owns  100  percent  of  the  outstanding  stock 
of  Marine  First  Peoples  Bank  (Peoples  Bank),  Marine 
Tobacco  Exchange  Bank  (Tobacco  Bank),  and  Marine 
First  National  Bank  (Marine  National).  The  merger  of 
Peoples  Bank  and  Tobacco  Bank  into  Marine  National 
is  part  of  a  corporate  reorganization  in  which  owner¬ 
ship  of  the  banks  will  remain  unchanged. 

The  merger,  as  a  vehicle  for  reorganization,  combines 
three  existing  commercial  banks  affiliated  through 
common  holding  company  ownership  into  a  single 
banking  institution.  As  such,  it  presents  no  competitive 
issues  under  the  Bank  Merger  Act,  12  USC  1828(c). 

The  financial  and  managerial  resources  of  all  three 
banks  and  the  future  prospects  of  the  resulting  bank 
are  favorable.  After  the  merger,  the  resulting  bank  will 
be  a  stronger,  more  efficient  banking  institution  and 

*  * 


will  be  in  a  better  position  to  serve  the  convenience 
and  needs  of  the  community  through  a  sizeably  in¬ 
creased  legal  lending  limit  and  an  increase  in  the 
number  of  locations  at  which  customers  can  conduct 
banking  business. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  entire  community,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

October  26,  1982 

The  Attorney  General’s  report  was  not  received. 
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MARINE  NATIONAL  EXCHANGE  BANK  OF  MILWAUKEE, 

Milwaukee,  Wis.,  and  Wisconsin  Marine  Bank,  Milwaukee,  Wis.,  and  Capitol  Marine  Bank,  Milwaukee,  Wis. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

Capitol  Marine  Bank,  Milwaukee,  Wis.,  with . 

and  Wisconsin  Marine  Bank,  Milwaukee,  Wis.,  with . 

and  Marine  National  Exchange  Bank  of  Milwaukee,  Milwaukee,  Wis.  (5458),  which  had . 

merged  December  1,  1982.  under  charter  of  the  latter  and  title  "Marine  Bank,  National 
Association."  The  merged  bank  at  date  of  merger  had . 

$  52,960,482 

100.642,174 
895,419,262 

1,070,739,588 

1  - 

1  - 

3  - 

-  5 

COMPTROLLER  S  DECISION 

The  Marine  Corporation  (TMC),  a  multi-bank  holding 
company,  owns  99.53  percent  of  the  outstanding  stock 
of  Marine  National  Exchange  Bank  of  Milwaukee  (Ma¬ 
rine  Bank),  99.12  percent  of  the  outstanding  stock  of 
Capitol  Marine  Bank  (Capitol  Bank),  and  99.65  per¬ 
cent  of  the  outstanding  stock  of  Wisconsin  Marine 
Bank  (Wisconsin  Bank).  The  merger  of  Capitol  Bank 
and  Wisconsin  Bank  into  Marine  Bank  is  part  of  a 
corporate  reorganization  in  which  ownership  of  the 
banks  will  remain  unchanged. 

The  merger,  as  a  vehicle  for  reorganization,  combines 
three  existing  commercial  banks  affiliated  through 
common  holding  company  ownership  into  a  single 
banking  institution.  As  such,  it  presents  no  competitive 
issues  under  the  Bank  Merger  Act,  12  USC  1828(c). 

The  financial  and  managerial  resources  of  all  three 
banks  and  the  future  prospects  of  the  resulting  bank 
are  favorable.  After  the  merger,  the  resulting  bank  will 


be  a  stronger,  more  efficient  banking  institution  and 
will  be  in  a  better  position  to  serve  the  convenience 
and  needs  of  the  community  through  a  sizeably  in¬ 
creased  legal  lending  limit  and  an  increase  in  the 
number  of  locations  at  which  customers  can  conduct 
banking  business. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  entire  community  are  less  than  satisfac¬ 
tory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

October  26,  1982 

The  Attorney  General’s  report  was  not  received. 


*  *  * 


THE  NATIONAL  BANK  AND  TRUST  COMPANY, 

Wilmington,  Ohio,  and  The  People’s  National  Bank  of  Georgetown,  Georgetown,  Ohio 


Names  of  banks  and  type  of  transaction 

Total 

Banking  offices 

assets * 

In  To  be 

operation  operated 

The  People's  National  Bank  of  Georgetown,  Georgetown,  Ohio  (5996),  with . 

and  The  National  Bank  and  Trust  Company,  Wilmington,  Ohio  (1997),  which  had . 

merged  December  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  19,625,000 
111,552,000 

2 

11  - 

-  13 

COMPTROLLER’S  DECISION 

On  May  7,  1982,  application  was  made  to  the  Office  of 
the  Comptroller  of  the  Currency  for  authorization  to 
merge  The  People’s  National  Bank  of  Georgetown, 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition. 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


Georgetown,  Ohio  (People's  Bank),  into  The  National 
Bank  and  Trust  Company,  Wilmington,  Ohio  (National 
Bank),  under  the  charter  and  title  of  the  latter  This 
application  is  based  upon  an  agreement  finalized  be¬ 
tween  People's  Bank  and  National  Bank  on  January 
22,  1982. 


109 


National  Bank  was  originally  chartered  as  the  Clinton 
County  National  Bank.  Since  that  time  the  bank  has 
grown  through  a  series  of  mergers  and  the  establish¬ 
ment  of  de  novo  branches.  As  of  March  31,  1982, 
National  Bank  operated  11  branches  in  addition  to  its 
main  office  and  had  total  assets  of  approximately  $1 06 
million.  People's  Bank  was  chartered  in  1901 ,  operates 
one  branch,  and  had  approximately  $20  million  in  total 
assets  as  of  March  31,  1982. 

Both  banks  operate  in  counties  located  immediately 
west  of  the  Cincinnati  metropolitan  area.  People's 
Bank's  relevant  geographic  market  consists  of  south¬ 
western  Brown  County  and  southeastern  Clermont 
County,  an  area  that  roughly  encircles  the  city  of 
Georgetown.  National  Bank's  relevant  geographic  mar¬ 
ket  consists  of  Clinton  County  and  the  northern  pan¬ 
handle  of  Brown  County,  an  area  that  slightly  pene¬ 
trates  People’s  Bank’s  relevant  geographic  market 
which  is  located  to  the  south.  In  effect,  the  functional 
market  of  National  Bank  stops  short  of  that  served  by 
People’s  Bank,  and  the  merger  would  allow  a  logical 
combination  of  the  market  areas.  The  area  of  market 
overlap  between  the  two  banks  is  not  considered  sig¬ 
nificant.  People's  Bank  and  National  Bank  are  not 
head-on  competitors  for  the  same  customers;  there¬ 
fore,  it  can  be  concluded  that  the  merger  would  not  be 
significantly  adverse  to  competition. 

Competition  within  the  market  area  served  by  People’s 
Bank  is  keen.  In  the  vicinity  of  Georgetown  alone,  there 
are  four  savings  and  loan  associations,  a  building  and 
loan  company,  and  three  other  commercial  banks.  A 
second  tier  of  banking  competitors  surrounds  this  first 
level  of  competition.  Many  of  People’s  Bank's  direct 
competitors  are  being  bought  out  by  large  multi-bank 
holding  companies  which  afford  economies  of  scale 
and  operating  advantages  which  People’s  Bank,  as  an 
independent,  finds  difficult  to  match.  Based  upon  the 
relevant  geographic  markets  and  other  factors  dis¬ 
cussed,  consummation  of  this  merger  would  replace 
one  competitor  in  the  relevant  market  with  another, 

*  * 


financially  stronger  competitor,  which  is  more  able  to 
meet  the  competition. 

The  merger  will  add  two  more  locations  to  National 
Bank's  12  at  which  customers  can  conduct  their  bank¬ 
ing  business.  All  locations  will  offer  full  traditional 
banking  services.  In  addition,  National  Bank  offers 
trust  services,  a  customer  service  People’s  Bank  does 
not  offer,  which  are  in  high  demand  in  the  area.  In 
short,  many  of  the  services  offered  by  National  Bank 
which  are  not  now  available  to  People’s  Bank  custom¬ 
ers  will  be  available  to  them  as  a  direct  result  of  the 
merger. 

The  Bank  Merger  Act,  1 2  USC  1 828(c)(5),  requires  this 
Office  to  consider  "...  the  financial  and  managerial 
resources  and  future  prospects  of  the  existing  and 
proposed  institutions  and  the  convenience  and  needs 
of  the  community  to  be  served.”  The  financial  and 
managerial  resources  and  future  prospects  of  both 
banks  are  considered  satisfactory.  The  future  pros¬ 
pects  of  the  resulting  bank  appear  favorable  as  does 
its  ability  to  further  enhance  its  competitiveness  in  the 
market  and  serve  the  convenience  and  needs  of  its 
customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks’  records  of  helping  to  meet  the  credit  needs 
of  their  entire  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

October  15,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 
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CENTURY  NATIONAL  BANK  OF  BROWARD, 

Fort  Lauderdale,  Fla.,  and  Sun  Bank/Broward,  National  Association,  Wilton  Manors,  Fla. 


Names  of  banks  and  type  of  transaction 

Total 

assets* * 

Banking  offices 

In 

operation 

To  be 
operated 

Century  National  Bank  of  Broward,  Fort  Lauderdale,  Fla.  (14554),  with . 

and  Sun  Bank/Broward,  National  Association,  Wilton  Manors,  Fla.  (14732),  which  had . 

merged  December  3,  1982,  under  charter  of  the  latter  and  with  the  title  "Sun  Bank/South  Florida, 
National  Association,”  with  headquarters  in  Fort  Lauderdale.  The  merged  bank  at  date  of  merger 
had . 

$469,683,000 

225,429,000 

14 

9 

23 

COMPTROLLER'S  DECISION 

Century  National  Bank  of  Broward,  Fort  Lauderdale, 
Fla.,  and  Sun  Bank/Broward,  National  Association, 
Wilton  Manors,  Fla.  are  majority-owned  and  controlled 
by  Sun  Banks  of  Florida,  Inc.,  Orlando,  Fla.,  a  regis¬ 
tered  bank  holding  company.  This  proposed  merger  is 
a  corporate  reorganization  which  would  have  no  effect 
on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 


*  Asset  figures  are  from  the  September  30,  1 982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 

*  * 


The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

October  19,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


NATIONAL  BANK  OF  LA  JOLLA, 

San  Diego,  Calif.,  and  One  Branch  of  Heritage  Bank,  Anaheim,  Calif. 


Names  of  banks  and  type  of  transaction 


One  Branch  of  Heritage  Bank,  Anaheim,  Calif.,  with . 

was  purchased  December  6,  1982,  by  National  Bank  of  La  Jolla,  San  Diego  (P.O.  La  Jolla),  Calif. 

(171 19),  which  had . 

After  the  purchase  was  effected,  the  receiving  bank  had . 


Banking  offices 

Total  - 

assets*  In  To  be 

operation  operated 


$276,352,000  1  - 

23,896,000  1  - 

-  2 


COMPTROLLER’S  DECISION 

An  application  was  filed  on  August  1 1 ,  1982,  with  the 
OCC  by  National  Bank  of  La  Jolla,  San  Diego,  Calif. 
(NBLJ),  for  approval  to  purchase  certain  of  the  assets 
and  assume  certain  of  the  liabilities  of  the  “Mission 
Valley  Branch"  of  Heritage  Bank,  Anaheim,  Calif. 
(Heritage).  This  application  is  based  upon  a  written 
agreement  executed  by  the  banks  on  June  30,  1982. 


*  Asset  figures  are  of  whole  bank  as  of  September  30,  1982,  report 
of  condition  Information  as  of  date  of  consummation  was  not  avail¬ 
able  at  press  time. 


NBLJ  is  a  newly  organized  bank  which  commenced 
operations  December  1,  1981,  and,  as  of  June  30, 
1982,  held  total  deposits  of  $13.0  million  It  is  an  inde¬ 
pendent  unit  bank.  Heritage  is  an  independent  bank 
with  total  deposits  of  $258  million  as  of  the  same  date 
The  Mission  Valley  branch’s  deposits  were  $12  million 
Heritage  operates  nine  offices  and,  except  for  the 
Mission  Valley  branch  office,  all  are  located  in  Orange 
County;  the  closest  office  to  Mission  Valley  is  68  miles 
away. 


Ill 


NBLJ  is  a  newly-organized  bank  which  commenced 
operations  December  1,  1981,  and,  as  of  June  30, 
1982,  held  total  deposits  of  $13.0  million.  It  is  an  inde¬ 
pendent  unit  bank.  Heritage  is  an  independent  bank 
with  total  deposits  of  $258  million  as  of  the  same  date. 
The  Mission  Valley  branch’s  deposits  were  $12  million. 
Heritage  operates  nine  offices  and,  except  for  the 
Mission  Valley  branch  office,  all  are  located  in  Orange 
County;  the  closest  office  to  Mission  Valley  is  68  miles 
away. 

The  relevant  geographic  market  for  this  proposal  is  the 
Mission  Valley  community  of  San  Diego.  As  of  June  30, 
1981,  the  seven  commercial  banks  operating  in  this 
market  held  total  deposits  of  $95  million.  Heritage's 
Mission  Valley  branch  was  the  second  smallest  with  a 
6  percent  market  share;  the  other  six  offices  were 
branch  offices  of  multi-billion  dollar  banking  organiza¬ 
tions.1  NBLJ’s  office  is  14  miles  away  and  derives  only 
nominal  deposiits  from  this  market.  Consummation  of 


Heritage  acquired  the  Mission  Valley  branch  through  a  merger 
consummated  in  early  1981.  New  deposits  were  aggressively  solic¬ 
ited  and  increased  from  $5  3  million  at  June  30,  1981,  to  $13.0 
million  at  June  30,  1982  However,  NBLJ  will  assume  approximately 
only  one-fourth  of  those  deposits 


this  proposal  will  merely  substitute  one  competitor  in 
the  market  with  another  and  allow  NBLJ  to  expand  its 
activities  into  an  area  in  which  it  is  not  now  directly 
competing. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nities  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
have  a  significant  effect  on  competition  in  the  relevant 
market.  Accordingly,  the  application  is  approved. 
October  29,  1982 

The  Attorney  General’s  report  was  not  received. 


*  *  * 


PITTSBURGH  NATIONAL  BANK, 

Jeannette,  Pa.,  and  County  Trust  Company,  Somerset,  Pa. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets*  In  To  be 

operation  operated 


County  Trust  Company,  Somerset,  Pa.,  with .  $  65,674,000  2  - 

and  Pittsburgh  National  Bank,  Jeannette,  Pa.  (252),  which  had .  7,063,725,000  111  - 

merged  December  10,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had .  .  113 


COMPTROLLER'S  DECISION 

On  June  21,  1982,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  County  Trust  Company, 
Somerset,  Pa.  (County),  into  Pittsburgh  National  Bank, 
Jeannette,  Pa.  (PNB).  This  application  is  based  on  an 
agreement  finalized  between  County  and  PNB  on 
March  18,  1982. 

As  of  December  31,  1981,  County,  an  independent 
bank,  had  total  deposits  of  $54  million  and  operated 
two  offices  On  the  same  date,  PNB  had  total  deposits 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


of  $4.4  billion,  and  operated  111  branches  in  the  six 
southwestern  counties  of  Pennsylvania.  PNB  is  a  ma¬ 
jority-owned  subsidiary  of  Pittsburgh  National  Corpo¬ 
ration,  Pittsburgh,  Pa. 

The  relevant  geographic  market  for  this  proposal  is 
Somerset  County,  the  area  from  which  County  derives 
over  75  percent  of  its  deposits.  There  are  1 1  commer¬ 
cial  banks  operating  30  offices  in  the  relevant  market. 
County  ranks  fourth  in  deposit  market  share  with  10.8 
percent.  PNB  does  not  operate  any  offices  in  the  rele¬ 
vant  market,  and  does  not  derive  a  significant  amount 
of  business  from  the  area.  The  proponents  do  not 
currently  compete  directly.  Consequently,  consumma- 


112 


tion  of  this  proposal  will  merely  replace  one  competitor 
in  the  relevant  market  with  another,  and  have  no  ad¬ 
verse  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
"  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.”  The  financial  and  managerial  re¬ 
sources  of  both  banks  are  considered  satisfactory. 
Future  prospects  of  the  proponent  banks,  indepen¬ 
dently  and  in  combination,  are  favorable  as  are  the 
expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 

* 


regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

November  3,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


LACONIA  PEOPLES  NATIONAL  BANK  AND  TRUST  COMPANY, 
Laconia,  N.H.,  and  The  Franklin  National  Bank,  Franklin,  N.H. 


Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices 

In  To  be 

operation  operated 

The  Franklin  National  Bank,  Franklin,  N.H.  (2443),  with . 

and  Laconia  Peoples  National  Bank  and  Trust  Company,  Laconia,  N.H.  (4037),  which  had . 

merged  December  11,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  5,928,000 
63,574,000 

3  - 

6 

-  9 

COMPTROLLER'S  DECISION 

On  August  19,  1982,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  Franklin  National 
Bank,  Franklin,  N.H.  (FNB),  into  Laconia  Peoples  Na¬ 
tional  Bank  and  Trust  Company,  Laconia,  N  H  (Peo¬ 
ples).  This  application  is  based  on  an  agreement  final¬ 
ized  between  FNB  and  Peoples  on  August  9,  1982. 

As  of  June  30,  1 982,  FNB,  a  majority-owned  subsidiary 
of  Savings  Banks  Shares,  Inc.,  Franklin,  N.H.,  had  total 
deposits  of  $4.6  million  and  operated  three  offices  in 
the  town  of  Franklin.  On  the  same  date,  Peoples  had 
total  deposits  of  $52.2  million,  and  operated  four  of¬ 
fices  in  Laconia  and  one  in  Gilford  immediately  north 
of  Laconia.  Peoples  is  a  wholly-owned  subsidiary  of 
First  Bancorp  of  N.H.,  Inc.,  Manchester,  N.H,  a  multi¬ 
bank  holding  company.  The  proponents  nearest  of¬ 
fices  are  12  miles  apart. 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


The  relevant  geographic  market  for  this  proposal  is 
defined  as  the  Tilton-Franklin  market  and  encom¬ 
passes  the  northern  tip  of  Merrimack  County,  the  west¬ 
ern  end  of  Belknap  County  and  the  eastern  end  of 
Grafton  County.  FNB  draws  95  percent  of  its  deposits 
from  the  relevant  market.  There  are  five  commercial 
banks  and  two  savings  banks  operating  10  banking 
offices  in  the  relevant  market  with  total  deposits  of 
$73.6  million  as  of  December  31,  1981.  Franklin  Sav¬ 
ings  Bank  is  the  largest  competitor  with  a  54  9  percent 
deposit  market  share,  and  FNB  ranks  fourth  with  7.4 
percent.  Although  Peoples  does  not  operate  any  of¬ 
fices  in  the  relevant  market,  it  derives  $4.6  million  or 
8.8  percent  of  its  total  deposits  from  the  relevant  mar¬ 
ket.  Including  these  deposits  in  the  relevant  market's 
totals  would  give  Peoples  a  5  8  percent  market  share 
Most  of  Peoples'  deposit  relationships  in  the  relevant 
market  are  with  commercial  borrowers  who  went  to 
Laconia  for  banking  services  because  the  commercial 
banks  in  Franklin  and  Tilton  were  too  small  to  ade¬ 
quately  serve  them.  This  situation  has  changed  as  a 
result  of  increased  commercial  powers  for  savings 
banks  and  the  entry  of  a  new  commercial  bank  in 
1981. 
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Upon  consummation  of  this  proposal  the  resulting 
bank  will  control  12.8  percent  of  the  market  deposits 
and  rank  second.  Including  thrift  institutions  in  the 
deposit  totals  would  reduce  the  resulting  bank's  mar¬ 
ket  share  to  11  percent,  making  it  the  third  largest 
market  participant. 

FNB  is  not  a  significant  force  in  the  market;  deposits 
declined  from  $7  million  on  September  30,  1979,  to 
$4  6  million  on  June  30,  1982.  Total  market  share  de¬ 
clined  from  9  percent  in  1977  to  6.2  percent  on  June 
30,  1982. 

At  present  the  four  largest  competitors  control  89  per¬ 
cent  of  total  deposits,  and  consummation  of  the  pro¬ 
posed  merger  will  not  alter  this  as  the  merger  will 
merely  replace  one  competitor  with  another. 

The  merger  would  have  a  positive  effect  on  competi¬ 
tion,  as  it  will  enable  Peoples,  a  more  aggressive  in¬ 
stitution  with  greater  financial  resources  than  FNB,  to 
enter  and  directly  compete  in  the  relevant  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served"  (12  USC  1828(c)(5)).  The  financial 
and  managerial  resources  of  Peoples  are  considered 

* 


satisfactory  and  its  future  prospects  are  favorable.  The 
financial  and  managerial  resources  of  FNB  are  also 
satisfactory,  but  its  future  prospects  are  limited  be¬ 
cause  of  its  inability  to  effectively  compete  with  the 
other  banks  in  its  market  that  have  higher  lending 
limits  and  offer  a  wider  range  of  services.  It  is  ex¬ 
pected  that  consummation  of  this  proposal  will  afford 
FNB  customers  more  diversified  banking  services 
and,  as  a  result,  enhance  the  convenience  and  needs 
of  the  banking  public  as  a  whole. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  USC  1828(c))  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

November  10,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significant  adverse  effect 
on  competition. 

*  * 


THE  PARKERSBURG  NATIONAL  BANK, 

Parkersburg,  W.Va.,  and  Union  Trust  National  Bank,  Parkersburg,  W.Va. 


Total 
assets * 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

Union  Trust  National  Bank,  Parkersburg,  W.Va.  (15932),  with . 

and  The  Parkersburg  National  Bank,  Parkersburg,  W.Va.  (1427),  which  had . 

merged  December  13,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  41,994,000 
180,431,000 

1  - 

1  - 

2 

COMPTROLLER'S  DECISION 

On  July  23,  1982,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  Union  Trust  National 
Bank,  Parkersburg,  W.Va.  (UTNB),  into  the  Par¬ 
kersburg  National  Bank,  Parkersburg,  W.Va.  (PNB). 
This  application  is  based  on  an  agreement  finalized 
between  UTNB  and  PNB  on  June  28,  1982. 

As  of  June  30,  1982,  UTNB  had  total  deposits  of  $40.6 


*  Asset  figures  are  from  the  September  30.  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


million  and  PNB  had  total  deposits  of  $147  million. 
Both  banks  are  independent  unit  banks. 

The  relevant  geographic  market  for  this  proposal  is 
Wood  County,  W.Va.,  and  the  City  of  Belpre,  Ohio, 
which  is  adjacent  to  Parkersburg,  W.Va.  This  is  the 
area  from  which  UTNB  derives  over  80  percent  of  its 
deposits.  The  area  is  serviced  by  10  commercial 
banks  operating  13  offices.  PNB  ranks  first  in  deposit 
market  share  with  30.8  percent  and  UTNB  ranks  fourth 
with  8.8  percent.  Since  1977,  UTNB’s  deposit  market 
share  has  declined  from  13  percent,  and  total  assets 
have  decreased  by  $10  million. 
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Although  consummation  of  this  proposal  would  reduce 
the  number  of  competitors  in  the  market  by  one,  ample 
alternative  banking  organizations  would  still  remain  in 
this  highly  competitive  market.  In  addition,  UTNB  has 
been  a  stagnant  and  ineffective  competitor  since 
1977,  as  evidenced  by  its  decline  in  market  share  and 
asset  size.  Therefore,  under  these  circumstances,  this 
Office  finds  that  the  proposed  merger  would  not  have 
a  substantially  adverse  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions,  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.”  The  financial  and  managerial  re¬ 
sources  of  PNB  are  considered  good,  as  are  the  future 
prospects  of  the  resulting  bank.  It  is  expected  that 
consummation  of  this  merger  will  afford  UTNB’s  cus¬ 
tomers  more  diversified  banking  services  and,  as  a 
result,  enhance  the  convenience  and  needs  of  the 
banking  public  as  a  whole. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
bank  regulatory  responsibilites,  revealed  no  evidence 
that  the  applicants’  records  of  helping  to  meet  the 
credit  needs  of  its  community,  including  the  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  would  not 
have  a  significant  adverse  effect  on  competition  in  the 
relevant  market.  Accordingly,  the  application  is  ap¬ 
proved. 

November  12,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significant  adverse  effect 
on  competition. 

* *  * 


SUN  FIRST  NATIONAL  BANK  OF  PALM  BEACH  COUNTY, 

Delray  Beach,  Fla.,  and  Century  National  Bank  of  Palm  Beach  County,  West  Palm  Beach,  Fla. 


Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices 

In  To  be 

operation  operated 

Century  National  Bank  of  Palm  Beach  County,  West  Palm  Beach,  Fla.  (16586),  with . 

and  Sun  First  National  Bank  of  Palm  Beach  County,  Delray  Beach,  Fla.  (14556),  which  had . 

merged  December  16,  1982,  under  charter  of  the  latter  and  with  the  title  “Sun  Bank/Palm  Beach 
County,  National  Association.”  The  merged  bank  at  date  of  merger  had . 

$  48,828,000 
201.616,000 

1  - 

8  - 

-  9 

COMPTROLLER’S  DECISION 

Century  National  Bank  of  Palm  Beach  County,  West 
Palm  Beach,  Fla.,  and  Sun  First  National  Bank  of  Palm 
Beach  County,  Delray  Beach,  Fla.,  are  majority-owned 
and  controlled  by  Sun  Banks  of  Florida,  Inc.,  Orlando, 
Fla.,  a  registered  bank  holding  company.  This  pro¬ 
posed  merger  is  a  corporate  reorganization  which 
would  have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 

*  * 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  reveals  no  evidence  that  the 
banks'  records  of  helping  to  meet  the  credit  needs  of 
their  communities,  including  low  and  moderate  in¬ 
come  neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  meger. 

October  26,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition 
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BANK  OF  THE  SOUTH,  N.A., 

Atlanta,  Ga.,  and  Athens  Bank  and  Trust  Company,  Athens,  Ga. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In 

operation 

To  be 
operated 

Athens  Bank  and  Trust  Company,  Athens,  Ga.,  with . 

and  Bank  of  the  South,  N  A  .  Atlanta,  Ga.  (9617),  which  had . 

merged  December  17,  1982,  under  charter  of  the  latter  and  with  the  title  Bank  of  the  South, 
National  Association.”  The  merged  bank  at  date  of  merger  had . 

$  10,056,000 

1,336,150,000 

1,345,083,000 

O 

30 

32 

COMPTROLLER'S  DECISION 

On  July  1 5,  1 982,  application  was  made  to  the  OCC  to 
merge  Athens  Bank  and  Trust  Company,  Athens,  Ga. 
(AB&T)  with  and  into  Bank  of  the  South,  N.A.  (South). 
Application  was  made  pursuant  to  an  agreement  and 
plan  of  merger  finalized  between  AB&T  and  South  as 
of  June  1 7,  1982. 

As  of  June  30,  1982,  South  held  $771.4  million  in  total 
deposits  in  31  offices  throughout  Fulton  and  DeKalb 
counties.  As  of  the  same  date,  AB&T  operated  two 
offices  in  Clarke  County,  with  total  deposits  of  $9.2 
million. 

The  proponents  currently  do  not  compete  directly,  and 
consequently,  consummation  of  this  proposal  will  have 
no  significant  effect  to  decrease  competition  in  the 
relevant  geographic  market.  The  relevant  market  for 
this  proposal  is  Clarke  County,  the  area  in  which  AB&T 
operates  its  offices  and  derives  its  deposits.  Within  this 
market  AB&T  ranks  fourth  with  a  3.9  percent  deposit 
market  penetration.  South  derives  no  measurable 
business  from  the  relevant  market  and  its  closest  office 
is  over  40  miles  from  either  office  of  AB&T.  Similarly,  all 
three  other  bank  subsidiaries  owned  by  Bank  South 
Corporation,  parent  company  of  South,  operate  solely 
within  counties  which  comprise  the  Atlanta  metro¬ 
politan  area  and  are,  therefore,  at  least  40  miles  away 
from  the  relevant  market. 

Consequently,  consummation  of  this  proposal  will 
merely  replace  one  competitor  in  the  market  with  an¬ 
other,  significantly  larger,  institution,  while  permitting 
South  to  enter  a  market  in  which  it  currently  does  not 
compete  directly.  Furthermore,  Georgia  state  law  pro¬ 
hibits  the  establishment  of  de  novo  branches  outside 


of  the  county  in  which  a  bank  currently  operates,  pro¬ 
hibiting  South  from  entering  the  Clarke  County  market 
in  that  manner. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nities  to  be  served.”  AB&T’s  future  prospects  and  its 
ability  to  serve  the  community  in  which  it  operates  are 
impaired  by  its  small  size  relative  to  its  competitors 
and  by  its  severely  depressed  earnings.  South  is  in 
satisfactory  condition  and  the  resulting  bank  will  be 
able  to  provide  numerous  additional  services  to  AB&T 
customers.  Consequently,  the  future  prospects  of  the 
resulting  bank  are  favorable,  as  are  the  expected  ef¬ 
fects  of  the  proposal  on  the  convenience  and  needs  of 
the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicant's  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

November  17,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

* 
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SUN  BANK,  N.A., 

Orlando,  Fla.,  and  Sun  First  National  Bank  of  Lake  County,  Leesburg,  Fla.,  and  Sun  First  National  Bank  of 
Brevard  County,  Melbourne,  Fla. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets*  In  To  be 

operation  operated 


Sun  First  National  Bank  of  Lake  County,  Leesburg,  Fla.  (1 1038),  with .  $  176,237,000  6  - 

Sun  First  National  Bank  of  Brevard  County,  Melbourne,  Fla.  (16107),  with .  154,983,000  11  - 

and  Sun  Bank,  N. A.,  Orlando,  Fla.  (16108),  which  had .  1,303,715,000  1  - 

merged  December  17,  1982,  under  charter  of  the  latter  and  with  the  title  “Sun  Bank,  National 

Association.”  The  merged  bank  at  date  of  merger  had .  .  18 


COMPTROLLER'S  DECISION 

Sun  First  National  Bank  of  Lake  County,  Sun  First  Na¬ 
tional  Bank  of  Brevard  County,  and  Sun  Bank,  N.A.,  are 
majority-owned  and  controlled  by  Sun  Banks  of  Flor¬ 
ida,  Inc.,  a  registered  bank  holding  company.  This 
proposed  merger  is  a  corporate  reorganization  which 
would  have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 


The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

October  18,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 


THE  FIRST  JERSEY  NATIONAL  BANK/SOUTH, 

Medford  Lakes,  N.J.,  and  Peoples  National  Bank  in  Lakewood,  Lakewood,  N.J. 


Names  of  banks  and  type  of  transaction 


Total 

assets* 


Banking  offices 

In  To  be 
operation  operated 


Peoples  National  Bank  in  Lakewood,  Lakewood,  N.J.  (14084),  with .  $  36,924,000  1  - 

and  The  First  Jersey  National  Bank/South,  Medford  Lakes,  N.J.  (16397),  which  had .  159,519,000  14  - 

merged  December  20,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had .  .  15 


COMPTROLLER’S  DECISION 

On  September  7,  1982,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  Peoples  National 
Bank  in  Lakewood,  Lakewood,  N.J.  (Peoples),  into  The 
First  Jersey  National  Bank/South,  Medford  Lakes,  N.J. 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 


(First  Jersey).  This  application  is  based  on  an  agree¬ 
ment  finalized  between  Peoples  and  First  Jersey  on 
August  13,  1982. 

As  of  June  30,  1982,  Peoples,  an  independent  bank, 
had  total  deposits  of  $28  million  and  operated  its  only 
office  in  Lakewood  Township,  Ocean  County  On  the 
same  date,  First  Jersey  had  total  deposits  of  $101 
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million  and  operated  14  offices  in  southern  New 
Jersey  First  Jersey  is  a  subsidiary  of  First  Jersey  Na¬ 
tional  Corporation,  Jersey  City,  New  Jersey,  a  multi¬ 
bank  holding  company  with  total  deposits  of  $916 
million  as  of  December  31,  1981. 

The  relevant  geographic  market  for  this  proposal  is 
Lakewood  Township,  where  Peoples  operates  its  only 
office  and  derives  over  75  percent  of  its  deposits. 
There  are  five  commercial  banks  serving  the  market, 
with  total  deposits  of  $92  million.  Peoples  ranks  sec¬ 
ond  in  deposit  market  share  with  31  percent.  First 
Jersey  operates  no  offices  and  generates  only  a  nomi¬ 
nal  volume  of  its  deposits  in  the  relevant  market.  The 
proponents  do  not  currently  compete  directly.  There¬ 
fore,  consummation  of  this  proposal  will  have  no  signif¬ 
icant  effect  on  existing  competition  in  the  relevant  mar¬ 
ket. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served."  The  financial  and  managerial  re¬ 
st;  * 


sources  of  both  banks  are  considered  satisfactory.  The 
future  prospects  of  the  proponent  banks,  indepen¬ 
dently  and  in  combination,  are  favorable,  as  are  the 
expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

November  17,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  REGENCY  NATIONAL  EXCHANGE  BANK, 

Brookfield,  Wis.,  and  Jacobus  National  Bank,  Brookfield,  Wis. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets*  In  To  be 

operation  operated 


The  Regency  National  Exchange  Bank,  Brookfield,  Wis.  (16620),  with .  $11,770,000  1  - 

was  purchased  December  21,  1982,  by  Jacobus  National  Bank,  Brookfield,  Wis.  (17538),  which 

had .  160,000  0  - 

After  the  purchase  was  effected  the  receiving  bank  had .  .  1 


COMPTROLLER’S  DECISION 

On  December  21,  1982,  application  was  made  to  the 
OCC  for  prior  written  approval  for  Jacobus  National 
Bank,  Brookfield,  Wis.  (Assuming  Bank),  to  purchase 
certain  assets  and  assume  certain  liabilities  of  Re¬ 
gency  National  Exchange  Bank,  Brookfield,  Wis.  (Re¬ 
gency). 

Assuming  Bank  is  an  interim  bank  being  organized  by 
Heritage  Wisconsin  Corporation  (Heritage),  a  regis¬ 
tered  bank  holding  company,  to  facilitate  the  acquisi¬ 
tion  of  Regency  by  Heritage.  Immediately  upon  con- 


'  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  September  30  1982,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


summation  of  the  subject  proposal,  Assuming  Bank 
will  merge  into  Heritage  Bank-Mayfair,  a  majority- 
owned  and  controlled  subsidiary  of  Heritage. 

The  present  application  is  based  upon  an  agreement, 
which  is  incorporated  herein  by  reference,  by  which 
Regency  and  the  Assuming  Bank  have  agreed  that  the 
Assuming  Bank  will  purchase  certain  assets  and  as¬ 
sume  certain  of  the  liabilities,  including  all  the  deposit 
liabilities,  of  Regency.  For  the  reasons  stated  hereafter, 
the  Assuming  Bank’s  application  is  approved,  and  the 
assumption  transaction  may  be  consummated  imme¬ 
diately. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  an  assumption  transac- 
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tion  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  these  anticompetitive  ef¬ 
fects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the 
convenience  and  needs  of  the  community  to  be 
served.  Additionally,  the  Comptroller  is  directed  to  con¬ 
sider  the  financial  and  managerial  resources  and  fu¬ 
ture  prospects  of  the  existing  and  proposed  institu¬ 
tions,  and  the  convenience  and  needs  of  the 
community  to  be  served.  When  necessary,  however,  to 
prevent  the  evils  attendant  upon  the  failure  of  a  bank, 
the  Comptroller  can  dispense  with  the  standards  ap¬ 
plicable  to  usual  acquisition  transactions  and  need  not 
consider  reports  on  the  competitive  effects  from  the 
consequences  of  the  transaction  ordinarily  solicited 
from  the  Department  of  Justice  and  other  banking 
agencies.  He  is  authorized  in  such  circumstances  to 
act  immediately  in  his  sole  discretion  to  approve  such 
a  transaction  and  to  authorize  its  immediate  consum¬ 
mation. 


The  proposed  transaction  will  prevent  disruption  of 
banking  services  to  the  community  and  potential 
losses  to  a  number  of  uninsured  depositors  and  credi¬ 
tors.  Heritage  Bank-Mayfair  has  the  financial  re¬ 
sources  to  absorb  Regency  and  to  enhance  the  bank¬ 
ing  services  available  in  the  Brookfield,  Wisconsin 
banking  market. 


The  Comptroller  finds  that  the  proposed  transaction 
will  not  result  in  a  monopoly,  or  be  in  furtherance  of  any 
combination  or  conspiracy  to  monopolize  or  attempt  to 
monopolize  the  business  of  banking  in  any  part  of  the 
United  States,  and  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served  The  Comp¬ 
troller  also  finds  that  this  Office  must  act  immediately 
in  order  to  prevent  the  probable  failure  of  Regency.  The 
Comptroller  thus  waives  publication  of  notice  and  dis¬ 
penses  with  the  solicitation  of  competitive  reports  from 
other  agencies.  Finally,  the  Comptroller  finds  that  an 
emergency  exists  and  therefore  waives  approval  of  the 
transaction  by  shareholders  owning  two-thirds  of  Re¬ 
gency’s  stock,  pursuant  to  the  provisions  of  12  USC 
181.  For  these  reasons,  the  Assuming  Bank’s  applica¬ 
tion  to  purchase  certain  of  the  assets  and  assume 
certain  of  the  liabilities  of  Regency,  as  set  forth  in  the 
agreement  between  Regency  and  the  Assuming  Bank, 
is  approved.  The  transaction  may  be  consummated 
immediately,  subject  to  Heritage  Bank-Mayfair  receiv¬ 
ing  the  requisite  approval  to  merge  with  Assuming 
Bank. 

December  21 ,  1982 

Due  to  the  emergency  nature  of  the  situation,  no  At¬ 
torney  General's  report  was  requested. 


*  *  * 


CENTERVILLE  NATIONAL  BANK, 

Centerville,  Iowa,  and  Seymour  State  Bank,  Seymour,  Iowa 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets*  In  To  be 

operation  operated 


Seymour  State  Bank,  Seymour,  Iowa,  with .  $14,263,000  1  - 

was  purchased  December  22,  1982,  by  Centerville  National  Bank,  Centerville,  Iowa  (2841), 

which  had .  53,450,000  2  - 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  3 


COMPTROLLER’S  DECISION 

An  application  was  filed  on  August  20,  1982,  with  the 
OCC  by  Centerville  National  Bank,  Centerville,  Iowa 
(CNB),  to  purchase  the  assets  and  assume  the  lia¬ 
bilities  of  Seymour  State  Bank,  Seymour,  Iowa  (SSB). 
This  application  is  based  upon  a  written  agreement 
executed  by  the  banks  on  August  2,  1982. 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


As  of  June  30,  1982,  CNB  held  total  deposits  of  $47 
million  and  SSB  held  total  deposits  of  $12.9  million. 
CNB  is  a  unit  bank  subsidiary  of  Hawkeye  Bancor- 
poration,  the  second  largest  banking  organization  in 
Iowa.  SSB  is  an  independent  unit  bank. 

The  proponents  do  not  currently  compete  directly  and, 
therefore,  consummation  of  the  proposal  will  not  have  a 
significant  effect  on  existing  competition  in  the  relevant 
geographic  market.  SSB  derives  86  4  percent  of  its 
deposits  from  Wayne  County  where  it  is  the  smallest  of 
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the  county's  three  commercial  banks.  CNB's  office  is 
approximately  13  miles  away  in  the  adjacent  county; 
CNB  derives  only  3.1  percent  of  its  deposits  from  the 
relevant  market  Consummation  of  this  proposal  will 
merely  replace  one  competitor  in  the  market  with  a 
significantly  stronger  institution  and  will  enable  CNB 
(and  Hawkeye  Bancorporation)  to  enter  a  market 
where  it  currently  does  not  compete  directly. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions,  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.”  We  find  the  financial  and  manage¬ 
rial  resources  of  CNB  and  SSB  to  be  satisfactory.  The 
future  prospects  of  the  proponents,  individually  and 
combined,  are  considered  favorable  although  the 
larger  resulting  bank  is  expected  to  provide  a  wider 
range  of  banking  services. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
have  a  significant  effect  on  competition  in  the  relevant 
market.  Accordingly,  the  application  is  approved. 
November  16,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


LIBERTY  NATIONAL  BANK  AND  TRUST  COMPANY  OF  LOUISVILLE, 
Louisville,  Ky.,  and  United  Kentucky  Bank,  Inc.,  Louisville,  Ky. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In 

operation 

To  be 
operated 

United  Kentucky  Bank,  Inc.,  Louisville,  Ky.,  with . 

and  Liberty  National  Bank  and  Trust  Company  of  Louisville,  Louisville,  Ky.  (14320),  which  had.  .  . 
merged  December  23,  1982  at  5:00  p.m.  E.S.T.,  under  charter  and  title  of  the  latter.  The  merged 
bank  at  date  of  merger  had . 

$  369,691,000 

1,072,237,000 

1,441,928,000 

26 

37 

63 

COMPTROLLER'S  DECISION 

On  May  25,  1982,  application  was  made  to  the  OCC 
for  prior  written  authorization  to  merge  United  Ken¬ 
tucky  Bank,  Inc.,  Louisville,  Ky.  (United),  into  Liberty 
National  Bank  and  Trust  Company  of  Louisville, 
Louisville,  Ky.  (Liberty  National),  under  the  charter  and 
title  of  the  latter.  The  application  is  based  on  an  agree¬ 
ment  finalized  between  United  and  Liberty  National  on 
January  18,  1982. 

As  of  December  31,  1981,  Liberty  National  had  $784 
million  in  deposits,  $1  billion  in  total  resources,  and 
operated  a  35-branch  system  in  Jefferson  County, 
Kentucky.  Liberty  National  is  the  third  largest  commer¬ 
cial  bank  in  both  Jefferson  County  and  the  State  of 
Kentucky  and  has  traditionally  served  retail  banking 
customers  and  smaller  business  customers  in  the 
Louisville  area  More  recently,  the  bank  has  embarked 
upon  a  program  of  greater  emphasis  on  corres¬ 
pondent  banking,  trust  services,  and  larger  commer¬ 


cial  accounts.  Liberty  National  is  the  only  subsidiary  of 
Liberty  National  Bancorp,  Inc. 

As  of  December  31,  1981,  United  had  $289  million  in 
deposits,  $418  million  in  total  resources,  and  operated 
a  25-branch  system  in  Jefferson  County,  Kentucky. 
United  is  the  fifth  largest  commercial  bank  in  Jefferson 
County  and  the  sixth  largest  in  the  State  of  Kentucky. 
The  bank  has  traditionally  been  a  provider  of  trust  and 
correspondent  banking  services  and  a  regional  serv¬ 
icer  of  large  national  corporate  accounts. 

Liberty  National  and  United  are  competitors  within  the 
same  relevant  geographic  market,  namely  Jefferson 
County,  Ky.  Competition  within  the  market  between 
commercial  banks,  savings  and  loans  and  other  pro¬ 
viders  of  financial  services  is  keen.  An  anlaysis  of 
Jefferson  County,  using  commercial  banking  as  the 
line  of  commerce  and  including  both  retail  and  com¬ 
mercial  customers,  reveals  a  competitive  market  corn- 
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prised  of  nine  commercial  banks  with  market  deposits 
ranging  from  $11.1  million  to  $1.5  billion  and  a  four- 
firm  concentration  ratio  of  81  percent.  Using  such  a 
market  definition,  Liberty  National  and  United  would 
be  the  third  and  fifth  largest  banks  controlling  15  per¬ 
cent  and  5  percent  respectively  of  market  deposits. 

Savings  and  loan  associations  are  substantial  com¬ 
petitors  of  commercial  banks  in  the  Louisville  market 
and  it  can  be  reasonably  argued  that  they  are  appro¬ 
priately  included  in  the  line  of  commerce  definition. 
There  are  seven  savings  and  loan  associations  in 
Jefferson  County  with  combined  deposits  in  excess  of 
$1.6  billion;  two  of  them  are  among  the  county’s  five 
largest  financial  institutions  and  five  of  them  are 
among  the  county's  10  largest.  NOW  accounts,  which 
were  first  authorized  for  Louisville  financial  institutions 
on  December  31,1 980,  afforded  savings  and  loans  an 
improved  position  to  compete  head-on  with  commer¬ 
cial  banks  for  the  primary  banking  relationships  of 
households.  With  regard  to  business  relationships, 
Louisville  thrift  institutions  provide  a  substantial 
amount  of  “other  improved  real  estate  loans."  Loans  of 
this  type  are  mainly  for  commercial  purposes  and 
often  serve  as  a  general  source  of  funds  for  smaller 
commercial  customers.  Louisville  thrifts  are  also  pro¬ 
viders  of  other  depository  services  for  business  cus¬ 
tomers.  A  March  1982  survey  revealed  that  15  percent 
of  responding  business  firms  in  the  Louisville  SMSA 
had  used  a  savings  and  loan  association  for  deposit¬ 
ing  or  investing  funds  during  the  past  2  years.  In  light 
of  services  provided  and  size  considerations,  it  can  be 
concluded  that  the  county's  savings  and  loan  associa¬ 
tions  substantially  heighten  competition  within  the  rele¬ 
vant  geographic  market  beyond  the  impression  pro¬ 
vided  by  an  analysis  of  commercial  banks  alone. 

Using  a  market  definition  which  includes  thrifts  as  well 
as  commercial  banks,  Liberty  would  retain  its  rank  as 
the  third  largest  financial  institution  in  Jefferson  County 
with  12  percent  of  total  deposits  while  United  would 
drop  from  fifth  to  eighth  among  all  financial  institutions 
with  4  percent  of  total  deposits. 

Consummation  of  the  merger  would  not  have  a  signifi¬ 
cantly  adverse  effect  upon  competition  in  light  of  the 
competition  provided  by  thrift  institutions  and  the  rela- 

*  * 


tive  market  shares  of  the  two  merging  banks  Jefferson 
County  would  remain  a  highly  competitive  market  Lib¬ 
erty  National,  the  resultant  bank,  would  remain  as  the 
market’s  third  largest  commercial  competitor.  More¬ 
over,  the  merger  would  not  dramatically  increase  the 
level  of  concentration  in  the  market.  Consummation  of 
the  merger  may  have  a  positive  effect  upon  competi¬ 
tion  enabling  the  resultant  bank  to  be  a  more  effective 
competitor  through  economies  of  scale  and  pooling  of 
resources. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served."  The  financial  and  managerial  re¬ 
sources  of  both  banks  are  considered  satisfactory; 
however,  Liberty  National  and  United  are  faced  with 
intensive  and  increasing  competition  from  other  com¬ 
mercial  banks,  thrift  institutions,  and  nonbanking  fi¬ 
nancial  service  firms  in  the  marketplace.  As  medium¬ 
sized  banking  organizations,  both  are  finding  it  in¬ 
creasingly  difficult  to  offer  a  full  range  of  banking  serv¬ 
ices  to  retail  and  commercial  customers.  The  en¬ 
hanced  competitive  capability  of  the  resultant  bank  will 
increase  competition  and  specific  benefits  to  banking 
customers  in  the  Jefferson  County  market  and  thereby 
serve  the  convenience  and  needs  of  the  community 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks'  records  of  helping  to  meet  the  credit  needs 
of  their  entire  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

November  18,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 

* 
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MICHIGAN  NATIONAL  BANK  -  CENTRAL, 

Grand  Rapids,  Mich.,  and  Michigan  National  Bank  -  Wyoming,  Wyoming,  Mich. 


Total 

assets* 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

Michigan  National  Bank  -  Wyoming,  Wyoming,  Mich.  (15286),  with . 

and  Michigan  National  Bank  -  Central,  Grand  Rapids,  Mich.  (16037),  which  had . 

merged  December  23,  1982,  under  charter  and  title  of  the  latter,  with  headquarters  in  Wyoming. 
The  merged  bank  at  date  of  merger  had . 

$  67,159,000 
163,100,000 

12 

21 

33 

COMPTROLLER’S  DECISION 

Michigan  National  Bank-Wyommg,  Wyoming,  Mich., 
and  Michigan  National  Bank-Central,  Grand  Rapids, 
Mich.,  are  majority-owned  and  controlled  by  Michigan 
National  Corporation,  Bloomfield  Hills,  Mich.,  a  regis¬ 
tered  bank  holding  company.  This  proposed  merger  is 
a  corporate  reorganization  which  would  have  no  effect 
on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition. 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

November  23,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 


NORTH  CAROLINA  NATIONAL  BANK, 

Charlotte,  N.C.,  and  Bank  of  North  Carolina,  N.A.,  Jacksonville,  N.C. 


Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices 

In 

operation 

To  be 
operated 

Bank  of  North  Carolina,  N.A.,  Jacksonville,  N.C.  (14676),  with . 

and  North  Carolina  National  Bank,  Charlotte,  N.C.  (13761),  which  had . 

merged  December  23,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  426,673,000 

7,231,082,000 

70 

183 

253 

COMPTROLLER’S  DECISION 

On  July  16,  1982,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  Bank  of  North  Carolina, 
National  Association,  Jacksonville,  N.C.  (BNC),  into 
North  Carolina  National  Bank,  Charlotte,  N.C.  (NCNB). 
This  application  is  based  on  an  agreement  finalized 
between  BNC  and  NCNB  on  March  26,  1982. 

*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


As  of  June  30,  1982,  NC  had  total  deposits  of  $337 
million  and  operated  70  offices  throughout  the  state. 
BNC  is  a  majority-owned  subsidiary  of  Bankshares  of 
North  Carolina,  a  bank  holding  company.  On  the  same 
date  NCNB  had  total  deposits  of  $3.9  billion  and  oper¬ 
ated  183  banking  offices  covering  a  38-county  area 
NCNB  is  a  majority-owned  subsidiary  of  NCNB  Corpo¬ 
ration,  Charlotte,  North  Carolina,  a  one-bank  holding 
company.  NCNB  is  the  largest  commercial  bank  in 
North  Carolina  with  a  20  percent  deposit  market  share. 
BNC  ranks  1 1th  with  a  1 .8  percent  market  share. 
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The  relevant  geographic  market  for  this  proposal  is  the 
coastal  (eastern)  section  of  the  state,  for  which  BNC 
derives  approximately  75  percent  of  its  deposits.  To 
ensure  adequate  competitive  analysis,  all  areas 
served  by  BNC  must  be  divided  into  several,  some¬ 
what  self-contained,  market  areas. 

BNC  has  banking  offices  in  1 1  counties  in  which 
NCNB  has  no  offices  and  is  not  considered  a  direct 
competitor.  These  are:  Bladen,  Chowan,  Duplin, 
Gates.  Harnett,  Johnston,  Jones,  Pender,  Perquimans, 
Wayne,  and  Henderson  counties.  NCNB  derives  less 
than  $12.9  million  in  deposits  from  the  11  counties 
combined,  which  is  less  than  .3  percent  of  its  total 
deposits.  NCNB's  presence  in  these  counties  is  nomi¬ 
nal,  with  NCNB  accounting  on  average  for  only  1  per¬ 
cent  of  each  county’s  deposits.  Therefore,  the  pro¬ 
posed  merger  would  have  no  significant  effect  on 
competition  in  these  11  counties. 

There  are  six  rural  counties  in  which  the  proponents 
operate  offices.  These  are:  Carven,  Lenoir,  North¬ 
ampton,  Pitt,  Rockingham  and  Watauga.  In  Carven 
County  NCNB  and  BNC  control  18  and  4  percent  of 
market  deposits,  respectively.  The  banks,  however,  are 
not  direct  competitors;  NCNB’s  three  offices  are  in  New 
Bern  from  which  it  derives  90  percent  of  its  market 
deposits.  BNC  derives  87  percent  of  its  deposits  from 
Havelock,  16  miles  southeast  of  New  Bern,  where  its 
only  office  is  located. 

Lenoir  County  is  dominated  by  Wachovia  Bank  and 
Trust  Company,  N.A.  with  a  41 .6  percent  market  share 
of  commercial  bank  deposits.  NCNB  operates  two 
offices  and  BNC  operates  three;  all  five  offices  are  in 
the  town  of  Kingston.  NCNB  controls  10  percent  of 
commercial  bank  deposits  and  BNC  controls  6.3  per¬ 
cent.  The  proponents  rank  fourth  and  fifth  respectively: 
the  resulting  bank  would  rank  fourth.  Although  direct 
competition  between  the  proponents  will  be  elimi¬ 
nated,  ample  alternative  banking  organizations  would 
remain  in  the  form  of  four  commercial  banks  operating 
18  offices.  Therefore,  the  effect  on  competition  in  the 
county  is  not  significant. 

In  Northampton  County  NCNB  maintains  one  office  in 
the  town  of  Woodland  and  BNC  maintains  its  office  in 
the  town  of  Seaboard,  25  miles  away  The  proponents 
are  not  direct  competitors  in  Northampton  County,  and 
their  merger  would  have  no  effect  on  competition. 

Pitt  County  is  located  in  the  center  of  the  state's 
coastal  plain  and  is  served  by  10  commercial  banks 
operating  33  offices.  BNC  operates  two  branches  in 
the  city  of  Greenville  and  one  in  Farmville;  NCNB’s  four 
branches  are  located  in  Greenville.  NCNB  derives  less 
than  2  percent  of  its  county  deposits  from  the  Farmville 


area;  therefore,  the  merger  would  merely  replace  one 
competitor  in  the  Farmville  area  with  another.  The  pro¬ 
ponents  are  direct  competitors  in  the  Greenville  area, 
thus  the  merger  would  reduce  the  number  of  competi¬ 
tors  by  one.  However,  ample  alternative  banking  orga¬ 
nizations  would  remain  in  Greenville  with  five  banks 
operating  15  offices.  Consequently,  the  merger  would 
not  have  a  significantly  adverse  effect  on  competition 
in  Pitt  County. 

NCNB  ranks  first  in  deposit  market  share  in  Rock¬ 
ingham  County  with  a  21 .8  percent  share;  BNC  ranks 
seventh  with  3.7  percent.  NCNB  operates  six  offices 
and  BNC  operates  four.  Only  in  Reidsville  are  both 
represented,  while  the  two  banks’  other  Rockingham 
offices  are  in  entirely  different  parts  of  the  county. 
NCNB  has  four  offices  in  Eden,  near  the  county’s 
northern  border,  and  one  office  in  Wentworth,  in  the 
center  of  the  county.  BNC  has  three  offices  in  Stone- 
ville,  in  the  northwest  part  of  the  county.  In  addition  to 
the  proponents,  six  commercial  banks  operating  13 
offices  serve  the  county.  Although  direct  competition 
between  the  proponents  will  be  eliminated  in  the 
Reidsville  area  the  merger  would  not  have  a  substan¬ 
tially  adverse  effect  on  competition,  based  on  the 
number  of  alternative  banking  choices  available,  the 
location  of  the  proponents'  other  offices  and  the  fact 
that  BNC  derives  less  than  10  percent  of  its  county 
deposits  from  the  Reidsville  area, 

Watauga  is  a  sparsely  populated  county  in  the  moun¬ 
tainous  western  region.  There  are  four  banks  serving 
the  county  with  10  offices,  all  located  in  the  city  of 
Boone  with  the  exception  of  one  branch  in  Blowing 
Rock.  Northwestern  Bank  holds  a  74  percent  market 
share;  NCNB  and  BNC  rank  second  and  third  with 
10.6  and  9.3  percent  respectively.  The  merger  would 
reduce  the  number  of  competitors  by  one,  however, 
given  the  dominance  of  Northwestern  Bank,  its  effects 
on  competition  are  not  considered  substantial. 

The  metropolitan  urban  areas  in  the  Piedmont  region 
have  been  divided  into  the  following  markets  for  analy¬ 
sis:  Charlotte/Gastonia,  Greensboro/Winston-Salem, 
Burlington  and  Raleigh/Durham.  In  the  Charlotte/Gas¬ 
tonia,  Greensboro/Winston-Salem  and  Raleigh/Dur¬ 
ham  markets,  BNC’s  presence  is  nominal,  controlling 
less  than  4  percent  of  deposits  in  each  market.  In 
addition,  the  Charlotte  market  is  served  by  16  banks 
operating  213  offices,  the  Greensboro  market  is 
served  by  24  banks  operating  237  offices,  and  the 
Raleigh  market  is  served  by  17  banks  operating  195 
offices.  The  merger  would  have  no  effect  on  competi¬ 
tion  in  these  three  markets. 

In  the  Burlington  market  NCNB  maintains  four  offces 
with  $60  million  in  deposits  representing  20  6  percent 
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of  commercial  bank  deposits,  while  BNC  operates  six 
offices  and  has  a  6.2  percent  market  share.  The  result¬ 
ing  bank  would  continue  to  rank  second  in  the  market. 
There  are  five  other  commercial  banks  serving  the 
market.  The  elimination  of  competition  between  the 
proponents  in  this  market  is  mitigated  by  the  abun¬ 
dance  of  alternative  banking  choices. 

The  largest  metropolitan  areas  in  the  coastal  section  of 
the  state  are  Jacksonville  and  Wilmington.  Jackson¬ 
ville  is  BNC's  headquarters.  In  this  market  BNC  oper¬ 
ates  10  offices  and  has  a  42  percent  market  share; 
NCNB  maintains  two  offices  and  has  a  6  percent  mar¬ 
ket  share.  To  eliminate  the  adverse  effect  the  merger 
would  have  on  competition  in  this  market,  NCNB  will 
divest  its  entire  present  position.  NCNB  will  sell  its 
branches  to  an  institution  not  presently  represented  in 
the  market. 

In  the  Wilmington  market  NCNB  maintains  five  offices, 
generating  deposits  of  $93  million  which  represent 
24.8  percent  of  commercial  bank  deposits.  BNC  main¬ 
tains  eight  offices,  generating  deposits  of  $46.6  mil¬ 
lion,  which  represent  a  12.4  percent  market  share.  The 
proponents  are  substantial  direct  competitors  in  the 
city  of  Wilmington,  and  the  merger  would  have  a  signif¬ 
icant  adverse  effect  on  competition.  In  recognition  of 
this  fact,  the  proponents  have  proposed  divestiture  of 
the  six  BNC  offices  in  the  city  of  Wilmington  and 
vicinity.  BNC  offices  located  in  Shallotte,  33  miles  away 
and  Carolina  Beach,  17  miles  away,  will  not  be  sold. 
These  offices  do  not  compete  with  any  NCNB  offices, 
and  their  retention  will  not  adversely  affect  competition 
in  the  market. 

Based  on  the  detailed  analysis  of  competition  in  the 
relevant  geographic  market,  and  the  divestiture  plan 
proposed  by  the  proponents,  the  planned  merger  will 
not  have  a  substantially  adverse  effect  on  competition. 

* 


The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served."  The  financial  and  managerial  re¬ 
sources  of  both  banks  are  considered  satisfactory.  The 
future  prospects  of  the  proponent  banks,  indepen¬ 
dently  and  in  combination,  are  favorable  as  are  the 
expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilties,  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that,  with  the 
agreed  upon  divestiture  of  the  two  NCNB  branches  in 
Jacksonville  and  the  six  BNC  branches  in  the  city  of 
Wilmington,  this  proposal  will  not  have  a  substantially 
adverse  effect  on  competition  in  the  relevant  market. 
Accordingly,  subject  to  the  divestiture  agreement  ex¬ 
ecuted  between  this  Office  and  NCNB  dated  Novem¬ 
ber  23,  1982,  this  decision  is  the  prior  written  approval 
required  by  the  Bank  Merger  Act  for  the  applicants  to 
proceed  with  the  proposed  merger.  The  applicants 
may  consummate  on,  or  after,  the  thirtieth  calendar 
day  after  the  date  of  this  approval. 

November  23,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

After  review  of  the  application,  we  have  concluded  that 
the  proposed  merger  will  not  have  a  significantly  ad¬ 
verse  effect  on  competition  provided  the  divestitures 
proposed  in  the  application  for  the  Wilmington  and 
Jacksonville  markets  occur  before  or  concurrent  with 
the  consummation  of  the  merger. 


124 


MANITOWOC  SAVINGS  BANK,  NATIONAL  ASSOCIATION, 

Manitowoc,  Wis.,  and  East  Wisconsin  Trustee  Company,  Manitowoc,  Wis. 


Names  of  banks  and  type  of  transaction 


East  Wisconsin  Trustee  Company,  Manitowoc,  Wis.,  with . 

and  Manitowoc  Savings  Bank,  National  Association,  Manitowoc,  Wis.  (15972),  which  had. . . . 
merged  December  28.  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 


Banking  offices 

Total 

assets *  In  To  be 

operation  operated 


$  652,000  1 

146,464,000  3 


4 


COMPTROLLER'S  DECISION 

East  Wisconsin  Trustee  Company  and  Manitowoc  Sav¬ 
ings  Bank,  National  Association,  are  majority-owned 
and  controlled  by  Associated  Banc-Corp.,  a  registered 
bank  holding  company.  This  proposed  merger  is  a 
corporate  reorganization  which  would  have  no  effect 
on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 


*  Asset  figures  are  from  the  June  30.  1982,  report  of  condition  for 
East  Wisconsin  Trustee  Company  and  from  the  September  30,  1982 
report  for  Manitowoc  Savings  Bank,  National  Association.  Informa¬ 
tion  as  of  date  of  consummation  was  not  available  at  press  time 


The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

October  29,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


SUN  BANK  OF  JACKSONVILLE, 

Jacksonville,  Fla.,  and  Century  National  Bank  of  Palatka,  Palatka,  Fla.,  and  Sun  Interim  Bank/North  Florida, 
National  Association,  Jacksonville,  Fla. 


Names  of  banks  and  type  of  transaction 


Sun  Bank  of  Jacksonville,  Jacksonville,  Fla.,  with .  $65,241,000  5 

Century  National  Bank  of  Palatka.  Palatka,  Fla.  (17299),  with .  22,836,000  1 

and  Sun  Interim  Bank/North  Florida,  National  Association,  Jacksonville,  Fla.  (17299),  which  had.  240,000  0 

merged  December  28,  1982,  under  charter  of  the  latter  and  with  the  title  Sun  Bank  North 
Florida,  National  Association,"  with  headquarters  in  Jacksonville.  The  merged  bank  at  date  of 

merger  had .  ® 


Banking  offices 

Total - 

assets*  In  To  be 

operation  operated 


COMPTROLLER’S  DECISION 

Sun  Bank  of  Jacksonville,  Jacksonville,  Fla.,  Century 
National  Bank  of  Palatka,  Palatka,  Fla.,  and  Sun  Interim 
Bank/North  Florida,  National  Association  (organizing) 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  September  30,  1982,  report  of  condition  for  the 
operating  banks  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


are  majority-owned  and  controlled  by  Sun  Banks  of 
Florida,  Inc.,  a  registered  bank  holding  company.  This 
proposed  merger  is  a  corporate  reorganization  which 
would  have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  tne  convenience  and  needs  of  the  commu- 
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mty  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger,  as  conditioned  in  the  accom¬ 
panying  letter. 


November  22,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  Sun  Interim  Bank/North  Florida,  National  Associa¬ 
tion  (org.)  would  become  a  subsidiary  of  Sun  Banks  of 
Florida,  Inc.,  a  bank  holding  company.  The  instant 
transaction  would  merely  combine  an  existing  bank 
with  a  non-operating  institution;  as  such,  and  without 
regard  to  the  acquisition  of  the  surviving  bank  by  Sun 
Banks  of  Florida,  Inc.,  it  would  have  no  effect  on  com¬ 
petition. 


*  *  * 


FIRST  NATIONAL  BANK  OF  APPLETON, 

Appleton,  Wis.,  and  Valley  National  Bank,  Appleton,  Wis. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets *  In  To  be 

operation  operated 


First  National  Bank  of  Appleton,  Appleton,  Wis.  (1749),  with .  $205,396,000  3  - 

and  Valley  National  Bank,  Appleton,  Wis.  (15580),  which  had .  26,058,000  1  - 

merged  December  30,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had .  .  4 


COMPTROLLER'S  DECISION 

First  National  Corporation,  a  Wisconsin  multi-bank 
holding  company,  holds  100  percent  of  the  outstand¬ 
ing  shares  of  both  First  National  Bank  of  Appleton, 
Appleton,  Wis.  (First  National)  and  Valley  National 
Bank,  Appleton,  Wis.  (Valley  National).  On  August  13, 
1982  application  was  made  to  the  Office  of  the  Comp¬ 
troller  of  the  Currency,  pursuant  to  the  Bank  Merger 
Act,  12  USC  1828(c),  for  prior  written  authorization  to 
merge  First  National  into  Valley  National  under  the 
charter  of  the  latter  and  title  of  the  former.  The  applica¬ 
tion  is  based  upon  a  written  agreement  executed  by 
the  banks  on  August  28,  1982.  The  proposed  merger 
is  a  corporate  reorganization  whereby  ownership  of 
the  banks  would  remain  unchanged.  As  such,  it  would 
have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu- 


*  Asset  figures  are  from  the  September  30.  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

November  24,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 
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FIRST  NATIONAL  BANK  OF  SHELBY, 

Shelby,  Ohio,  and  Two  Branches  of  First  Buckeye  Bank,  N.A.,  Plymouth,  Ohio 


Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices 

In  To  be 

operation  operated 

Two  Branches  of  First  Buckeye  Bank,  N.A.,  Plymouth,  Ohio  (2577),  with . 

were  purchased  December  30,  1982,  by  First  National  Bank  of  Shelby,  Shelby,  Ohio  (1929), 

which  had . 

After  the  purchase  was  effected  the  receiving  bank  had . 

$269,512,000 

51,834,000 

2  - 

3  - 

5 

COMPTROLLER'S  DECISION 

An  application  was  filed  on  October  27,  1982  with  the 
OCC  by  the  First  National  Bank  of  Shelby,  Shelby,  Ohio 
(First  National)  for  approval  to  purchase  certain  of  the 
assets  and  assume  certain  of  the  liabilities  of  two 
branches  of  First  Buckeye  Bank,  N.A.,  Plymouth,  Ohio 
(First  Buckeye).  This  application  is  based  upon  a  writ¬ 
ten  agreement  executed  by  First  National  and  First 
Buckeye  on  October  15,  1982. 

First  Buckeye  Bank,  N.A.  is  being  acquired  by  Toledo 
Trustcorp,  Inc..  Toledo,  Ohio,  a  bank  holding  company, 
with  total  deposits  of  approximately  $982  million  as  of 
December  31,  1981.  First  Buckeye  is  the  smallest  of 
seven  commercial  banks  operating  in  Huron  County, 
Ohio  controlling  approximately  5  percent  of  total  de¬ 
posits  in  the  county.  A  branch  office  of  one  of  Toledo 
Trustcorp's  subsidiary  banks  is  in  direct  competition 
with  two  First  Buckeye  branches  in  Plymouth,  Ohio.  As 
a  means  of  reducing  the  anticompetitive  effects  of  the 
acquisition,  Toledo  Trustcorp,  as  a  condition  to  the 
acquisition,  has  committed  to  divest  the  two  First 
Buckeye  branch  offices  located  in  Plymouth  prior  to 
consummation  of  the  acquisition.  First  National  has 
entered  into  an  agreement  with  First  Buckeye  to  ac¬ 
quire  the  two  Plymouth  branches.  First  National  oper¬ 
ates  two  branches  in  addition  to  its  main  office  in 
Richland  County,  Ohio.  As  of  September  30,  1982,  the 
bank  had  approximately  $52  million  in  total  assets. 

The  relevant  geographic  market  for  First  Buckeye's 
Plymouth  offices  consists  of  the  municipalities  of  Plym¬ 
outh,  New  Haven,  Willard,  and  Shiloh,  Ohio  and  their 


*  Asset  figures  are  of  whole  bank  as  of  September  30,  1982,  report 
of  condition  Information  as  of  date  of  consummation  was  not  avail¬ 
able  at  press  time. 


surrounding  areas,  a  market  from  which  they  derive 
approximately  73  percent  of  their  total  deposits.  The 
relevant  geographic  market  for  First  National  consists 
of  the  City  of  Shelby  and  its  surrounding  area,  a  market 
from  which  First  National  derives  84  percent  of  its  total 
deposits.  No  overlap  exists  between  the  relevant  geo¬ 
graphic  markets  of  the  two  banks  and  neither  bank 
does  a  significant  amount  of  business  in  the  other’s 
service  area.  Consummation  of  the  merger  will  merely 
substitute  one  competitor  in  the  relevant  market  with 
another  and  permit  First  National  to  expand  into  an 
area  in  which  it  is  not  now  directly  competing. 

The  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  are 
favorable.  A  review  of  the  convenience  and  needs  of 
the  communities  to  be  served  has  disclosed  no  reason 
why  this  application  should  not  be  approved. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
have  a  significant  effect  on  competition  in  the  relevant 
market.  Accordingly,  this  application  is  approved. 
November  29,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 

*  * 


127 


THE  CITIZENS  AND  SOUTHERN  NATIONAL  BANK  OF  SOUTH  CAROLINA, 
Charleston,  S.C.,  and  Carolina  National  Bank,  Easley,  S.C. 


Total 
assets * 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

Carolina  National  Bank,  Easley,  S.C.  (14784)  with . 

was  purchased  December  31,  1982,  by  The  Citizens  and  Southern  National  Bank  of  South 

Carolina,  Charleston,  S.C.  (14425),  which  had . 

After  the  purchase  was  effected  the  receiving  bank  had . 

$  85,924.000 

1,333,168,000 

9 

102 

111 

COMPTROLLER'S  DECISION 

On  August  19,  1982,  application  was  made  to  the 
OCC  by  The  Citizens  and  Southern  National  Bank  of 
South  Carolina,  Charleston,  S.C.  (C&S),  to  purchase 
the  assets  and  assume  the  liabilities  of  Carolina  Na¬ 
tional  Bank,  Easley,  S.C.  (CNB).  This  application  is 
based  upon  a  Purchase  Agreement  between  CNB, 
C&S  and  Citizens  and  Southern  Corporation  (parent 
company  of  C&S)  dated  March  18,  1982. 

As  of  December  31,  1981,  C&S  was  the  second 
largest  bank  in  the  state,  with  deposits  of  $966  million 
in  120  branches  distributed  statewide.  As  of  the  same 
date,  CNB  held  total  deposits  of  $56  million  in  nine 
offices. 

All  nine  offices  of  CNB  are  located  in  a  900-square 
mile  area  encompassing  portions  of  Pickens,  Oconee 
and  Anderson  counties  in  the  northwestern  corner  of 
the  state.  C&S  has  no  branches  in  Oconee  County,  a 
primarily  rural  county  approximately  40  percent  of 
which  is  national  forest  separated  from  Anderson  and 
Pickens  Counties  by  Lake  Kiowee.  In  Oconee  County, 
CNB's  one  branch  office  ranks  sixth  among  the  six 
commercial  banks  in  operation,  with  5.5  percent  of 
market  deposits.  In  this  market,  the  proposed  merger 
will  simply  replace  one  bank  with  another,  with  no 
adverse  effect  on  competition. 

In  Anderson  County,  CNB  has  one  branch  office;  a 
second  branch  office  is  located  in  Piedmont,  on  the 
Anderson  County/Greenville  County  border.  These  of¬ 
fices  lie  outside  of  the  portions  of  Anderson  County 
which  are  contiguous  to  Greenville  and  considered 
part  of  the  Greenville  market.  C&S,  with  three 
branches,  ranks  sixth  in  the  market,  and  pursuant  to 
the  proposed  merger,  would  move  to  fifth  with  a  market 
share  of  12.2  percent. 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


The  remaining  relevant  market  is  the  Pickens  County/ 
Greenville  Metropolitan  area,  in  which  CNB  operates 
six  offices  (including  its  main  office  in  Easley)  along 
the  interstate,  and  holds  5.7  percent  of  the  aggregate 
deposits.  C&S  competes  in  this  market  primarily  in 
Greenville  itself,  and  holds  a  9.7  percent  market  share. 
After  consummation  of  the  proposed  merger  C&S  will 
rank  third  in  the  market,  with  a  deposit  share  of  15.4 
percent.  The  market  will  continue  to  be  unconcen¬ 
trated,  with  11  commercial  bank  participants,  includ¬ 
ing  the  major  statewide  banking  entities. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.”  The  financial  and  managerial  re¬ 
sources  of  both  banks  are  considered  to  be 
satisfactory.  Consummation  of  the  proposed  merger 
will  provide  the  resulting  bank  with  an  increased  lend¬ 
ing  limit  and  customers  of  CNB,  especially  in  Oconee 
County,  will  have  the  advantage  of  the  wider  range  of 
services  available  from  C&S.  Consequently,  the  future 
prospects  of  the  resulting  bank  are  favorable,  as  are 
the  expected  effects  of  the  proposal  on  the  conve¬ 
nience  and  needs  of  the  communities  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Accordingly,  the  application  is  approved. 

December  1,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 
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THE  CITIZENS  NATIONAL  BANK  OF  BOONE, 

Boone,  Iowa,  and  the  Farmers  Savings  Bank,  Stratford,  Iowa 


Names  of  banks  and  type  of  transaction 

Total 

assets* * 

Banking  offices 

In  To  be 

operation  operated 

The  Farmers  Savings  Bank,  Stratford,  Iowa,  with . 

was  purchased  December  31,  1982,  by  the  Citizens  National  Bank  of  Boone,  Boone,  Iowa 

(13817),  which  had . 

After  the  purchase  was  effected  the  receiving  bank  had . 

$11,427,000 

60,622,000 

1  - 

2  - 

-  3 

COMPTROLLER'S  DECISION 

An  application  was  filed  on  September  7,  1982,  with 
the  OCC,  by  The  Citizens  National  Bank  of  Boone, 
Boone,  Iowa  (Citizens),  to  purchase  the  assets  and 
assume  the  liabilities  of  The  Farmers  Savings  Bank, 
Stratford,  Iowa  (Farmers).  This  application  is  based 
upon  a  written  agreement  executed  by  the  banks  on 
July  15,  1982. 

As  of  June  30,  1982,  Citizens  held  total  deposits  of 
$49.5  million  and  Farmers  held  total  deposits  of  $9.9 
million.  Citizens,  which  operates  two  offices,  is  a  sub¬ 
sidiary  of  Hawkeye  Bancorporation,  the  second 
largest  banking  organization  in  Iowa  with  6.2  percent 
of  the  state's  commercial  bank  deposits.  Farmers  is  an 
independent  unit  bank. 

The  proponents  do  not  currently  compete  directly  and, 
therefore,  consummation  of  the  proposal  will  not  have  a 
significant  effect  on  existing  competition  in  the  relevant 
geographic  market.  Farmers  derives  85.0  percent  of 
its  deposits  from  Hamilton  County;  it  is  the  fifth  largest 
of  the  market's  six  commercial  banks,  with  7.5  percent 
of  the  market’s  deposits.  Citizens  derives  91 .8  percent 
of  its  deposits  from  Boone  County  where  it  is  the 
largest  commercial  bank  with  a  36.8  percent  market 
share.  Citizens  obtains  less  than  1  percent  of  its  de¬ 
posits  from  Hamilton  County,  which  is  adjacent  to 
Boone  County.  Consummation  of  this  proposal  will 


*  Asset  figures  are  from  the  September  30,  1 982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 

* 


merely  replace  one  competitor  in  the  market  with  a 
significantly  stronger  institution  and  will  enable  Cit¬ 
izens  (and  Hawkeye  Bancorporation)  to  enter  a  market 
where  it  currently  does  not  compete  directly. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions,  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.”  We  find  the  financial  and  manage¬ 
rial  resources  of  Citizens  and  Farmers  to  be 
satisfactory.  The  future  prospects  of  the  proponents, 
individually  and  combined,  are  considered  favorable 
although  the  larger  resulting  bank  is  expected  to  pro¬ 
vide  a  wider  range  of  banking  services. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
have  a  significant  effect  on  competition  in  the  relevant 
market.  Accordingly,  the  application  is  approved. 
November  30,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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EXCHANGE  BANK  AND  TRUST  COMPANY  OF  FLORIDA,  NATIONAL  ASSOCIATION, 

Tampa,  Fla.,  and  Exchange  Bank  of  Polk  County,  National  Association,  Winter  Haven,  Fla.,  and  Exchange  Bank 
of  Lee  County,  National  Association,  Fort  Myers,  Fla.,  and  Exchange  Bank  of  Osceola  County,  National 
Association,  Kissimmee,  Fla.,  and  The  Exchange  National  Bank  of  Lake  County,  Clermont,  Fla.,  and  Exchange 
Bank  of  Charlotte  County,  National  Association,  Englewood,  Fla.,  and  Exchange  Bank  of  Sarasota  County, 
National  Association,  Sarasota,  Fla.,  and  Exchange  Bank  of  Collier  County,  National  Association,  Naples,  Fla., 
and  Exchange  National  Bank  of  Manatee  County,  Bradenton,  Fla. 


Names  of  banks  and  type  of  transaction 


Exchange  Bank  of  Collier  County,  National  Association,  Naples,  Fla.  (17532),  with . 

and  The  Exchange  National  Bank  of  Lake  County,  Clermont,  Fla.  (16630),  with . 

and  Exchange  Bank  of  Lee  County,  National  Association,  Fort  Myers,  Fla.  (17530),  with . 

and  Exchange  National  Bank  of  Manatee  County,  Bradenton,  Fla.  (16242),  with . 

and  Exchange  Bank  of  Osceola  County,  National  Association,  Kissimmee,  Fla.  (17531),  with. . . . 

and  Exchange  Bank  of  Polk  County,  National  Association,  Winter  Haven,  Fla.  (17535),  with . 

and  Exchange  Bank  of  Sarasota  County,  National  Association,  Sarasota.  Fla.  (17533),  with . 

and  Exchange  Bank  of  Charlotte  County,  National  Association,  Englewood,  Fla.  (16126),  with. . . 
and  Exchange  Bank  and  Trust  Company  of  Florida,  National  Association,  Tampa,  Fla.  (17534), 

which  had . 

merged  December  31,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


$  27.093,000  2 

44,450,000  1 

115,697,000  6 

14,960,000  2 

43,698,000  2 

198,094,000  8 

28,892,000  2 

36,141,000  3 

1,123,917,000  25 


1,632,942,000 


51 


COMPTROLLER'S  DECISION 

Exchange  Bank  of  Collier  County,  National  Associa¬ 
tion,  Naples,  Fla.,  The  Exchange  National  Bank  of 
Lake  County,  Clermont,  Fla.,  Exchange  Bank  of  Lee 
County,  National  Association,  Fort  Myers,  Fla.,  Ex¬ 
change  National  Bank  of  Manatee  County,  Bradenton, 
Fla.,  Exchange  Bank  of  Osceola  County,  National  As¬ 
sociation,  Kissimmee,  Fla.,  Exchange  Bank  of  Polk 
County,  National  Association,  Winter  Haven,  Fla.,  Ex¬ 
change  Bank  of  Sarasota  County,  National  Associa¬ 
tion,  Sarasota,  Fla.,  Exchange  Bank  of  Charlotte 
County,  National  Association,  Englewood,  Fla.,  and 
Exchange  Bank  and  Trust  Company  of  Florida,  Na¬ 
tional  Association,  Tampa,  Fla.  are  majority-owned  and 
controlled  by  Exchange  Bancorporation,  Tampa,  Fla., 
a  registered  bank  holding  company.  The  resulting 
bank  after  the  proposed  merger  would  be  under  the 
charter  and  with  the  title  of  Exchange  Bank  and  Trust 
Company  of  Florida,  National  Association.  This  pro¬ 
posed  merger  is  a  corporate  reorganization  which 
would  have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu- 

*  * 


tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

December  1 ,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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FIRST  NATIONAL  BANK  OF  SOUTHWESTERN  OHIO, 

Monroe,  Ohio,  and  First  National  Bank  in  Camden,  Camden,  Ohio 


Names  of  banks  and  type  of  transaction 

Total 
assets * 

Banking  offices 

In  To  be 

operation  operated 

First  National  Bank  in  Camden,  Camden,  Ohio  (14316),  with . 

was  purchased  December  31,  1982,  by  First  National  Bank  of  Southwestern  Ohio,  Monroe.  Ohio 

(56),  which  had . 

After  the  purchase  was  effected  the  receiving  bank  had . 

$  14,980,000 

414,514,000 

1  - 

20  - 

-  21 

COMPTROLLER'S  DECISION 

On  August  19,  1982,  application  was  made  to  the 
OCC  by  First  National  Bank  of  Southwestern  Ohio, 
Monroe,  Ohio  (Southwestern)  to  purchase  the  assets 
and  assume  the  liabilities  of  First  National  Bank  in 
Camden,  Camden,  Ohio  (Camden).  This  application  is 
based  upon  an  agreement  finalized  between  South¬ 
western  and  Camden  on  July  13,  1982. 

Southwestern  has  deposits  of  $311  million  and  oper¬ 
ates  twenty  branch  offices.  The  bank's  main  office  is 
located  in  Monroe,  Butler  County,  Ohio,  an  area  of 
southwestern  Ohio  characterized  by  a  heavily  indus¬ 
trialized  and  diversified  economy.  Camden  has  depos¬ 
its  of  $13  million  and  operates  a  single  banking  office 
located  in  Camden,  Preble  County,  Ohio.  The  area  is 
characterized  by  agriculture  and  retail  trade. 

Both  banks  operate  in  counties  located  in  the  extreme 
southwestern  corner  of  Ohio.  Southwestern's  relevant 
geographic  market  consists  of  Butler  County  and  cer¬ 
tain  portions  of  Warren  County.  Camden's  relevant  geo¬ 
graphic  market  consists  of  the  city  of  Camden  and  the 
southern  half  of  Preble  County.  The  market  areas  are 
separate  and  distinct,  and  the  small  area  of  market 
overlap  between  the  two  banks  is  not  considered  to  be 
significant.  The  merger  would  allow  a  logical  combina¬ 
tion  of  the  market  areas  and  would  not  be  significantly 
adverse  to  competition. 

Competition  within  the  market  areas  served  by  the  two 
banks  is  keen.  Many  of  Camden’s  direct  competitors 
are  subsidiaries  of  large  multi-bank  holding  com¬ 
panies  which  afford  economies  of  scale  and  operating 
advantages  which  Camden,  as  an  independent,  finds 
difficult  to  match.  In  effect,  the  purchase  and  assump¬ 
tion  would  enable  the  resultant  bank  to  compete  on  a 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


more  effective  basis  with  larger  financial  institutions  in 
and  around  the  market  area. 

The  transaction  will  add  an  additional  location  to 
Southwest's  21  at  which  customers  can  conduct  their 
banking  business.  All  locations  will  offer  full  traditional 
banking  services.  Additional  benefits  and  services  to 
be  provided  by  the  resultant  bank  include  automated 
teller  machines,  leasing  services,  trust  services,  and 
expanded  financial  and  managerial  expertise. 

The  Bank  Merger  Act,  1 2  USC  1 828(c)(5),  requires  this 
Office  to  consider  "...  the  financial  and  managerial 
resources  and  future  prospects  of  the  existing  and 
proposed  institutions  and  the  convenience  and  needs 
of  the  community  to  be  served.”  The  financial  and 
managerial  resources  and  future  prospects  of  both 
banks  are  considered  satisfactory.  The  future  pros¬ 
pects  of  the  resulting  bank  appear  favorable  as  does 
its  ability  to  further  enhance  its  competitiveness  in  the 
market  and  serve  the  convenience  and  needs  of  its 
customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks'  records  of  helping  to  meet  the  credit  needs 
of  their  entire  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

November  23,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 
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GULFSTREAM  BANK,  NATIONAL  ASSOCIATION, 

Boca  Raton,  Fla.,  and  Peoples  Downtown  National  Bank,  Miami,  Fla. 


Total 

assets* 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

Peoples  Downtown  National  Bank,  Miami,  Fla.  (15296),  with . . 

and  Gulfstream  Bank,  National  Association,  Boca  Raton,  Fla.  (15421),  which  had . 

merged  December  31,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

$  8,794,000 

670,845,000 

1  - 

17 

-  18 

COMPTROLLER'S  DECISION 

On  September  17,  1982,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  Peoples  Down¬ 
town  National  Bank,  Miami,  Fla.  (Peoples),  into 
Gulfstream  Bank,  National  Association,  Boca  Raton, 
Fla.  (Gulfstream).  This  application  is  based  on  an 
agreement  finalized  between  Peoples  and  Gulfstream 
on  September  8,  1982. 

As  of  June  30,  1982,  Peoples,  a  majority-owned  sub¬ 
sidiary  of  Pan  American  Banks,  Inc.,  Miami,  Fla.,  had 
total  deposits  of  $35  million,  and  operated  three  offices 
in  Dade  County.  Prior  to  signing  the  merger  agree¬ 
ment,  Peoples  spun  off  its  two  branches  thereby  retain¬ 
ing  only  its  main  office  with  total  deposits  of  $5.6 
million.  On  the  same  date,  Gulfstream  had  total  depos¬ 
its  of  $474.2  million  and  operated  1 6  offices  in  Broward 
and  Palm  Beach  counties.  Gulfstream  is  a  majority- 
owned  subsidiary  of  Gulfstream  Banks,  Inc.,  Boca 
Raton,  Fla.,  which  in  turn  is  wholly-owned  by  NCNB 
Florida,  Inc.,  a  subsidiary  of  NCNB  Corporation,  Char¬ 
lotte,  N.C.,  a  bank  holding  company. 

The  relevant  geographic  market  for  this  proposal  is 
Dade  County,  Fla.,  the  area  in  which  Peoples  operates 
its  remaining  office,  derives  over  90  percent  of  its 
deposits  and  competes  directly.  Gulfstream  derives 
only  a  nominal  volume  of  its  business  from  the  relevant 
market  and  its  nearest  office  is  20  miles  away  from 
Peoples.  Upon  consummation  of  this  proposal,  the 
resulting  bank  would  control  approximately  .1  percent 
of  the  market’s  commercial  bank  deposits.  The  propo¬ 


*  Asset  figures  are  from  the  September  30.  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


nents  do  not  currently  compete  directly,  therefore,  con¬ 
summation  of  this  proposal  will  merely  replace  one 
competitor  in  the  market  with  another,  and  enable 
Gulfstream  to  enter  a  market  where  it  currently  does 
not  compete. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served"  12  USC  1828(c)(5).  The  financial 
and  managerial  resources  of  both  banks  are  consid¬ 
ered  satisfactory.  Future  prospects  of  the  proponent 
banks  independently,  and  in  combination,  are  favor¬ 
able  as  are  the  expected  effects  of  the  proposal  on  the 
convenience  and  needs  of  the  community  to  be 
served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities,  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  12  USC  1828(c)  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

December  1,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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HUNTERDON  COUNTY  NATIONAL  BANK  OF  FLEMINGTON, 

Raritan  Township,  N.J.,  and  First  National  State  Bank  of  Northwest  Jersey,  Succasunna,  N.J. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets*  In  To  be 

operation  operated 


Hunterdon  County  National  Bank  of  Flemington,  Raritan  Township,  N.J.  (892),  with .  $217,940,000  10  - 

and  First  National  State  Bank  of  Northwest  Jersey,  Succasunna,  N.J.  (860),  which  had .  159,569,000  10  - 

merged  December  31,  1982,  under  charter  of  the  latter  and  title  "First  National  State  Bank  of 

West  Jersey,"  with  headquarters  in  Raritan  Township.  The  merged  bank  at  date  of  merger  had. .  -  20 


COMPTROLLER'S  DECISION 

On  August  26,  1982,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  Hunterdon 
County  National  Bank  of  Flemington,  Raritan  Township, 
N.J.  (Hunterdon),  into  First  National  State  Bank  of 
Northwest  Jersey,  Succasunna,  N.J.  (Northwest).  The 
resulting  bank,  First  National  State  Bank  of  West 
Jersey,  will  be  headquartered  in  Raritan  Township,  N.J. 
This  application  is  based  on  an  agreement  finalized 
between  Hunterdon  and  Northwest  on  July  22,  1982. 

As  of  June  30,  1982,  Hunterdon,  an  independent 
bank,  had  total  deposits  of  $185  million  and  operated 
10  offices  throughout  Hunterdon  County.  On  the  same 
date,  Northwest  had  total  deposits  of  $133  million  and 
operated  10  offices  in  Warren,  Morris,  and  Sussex 
Counties.  Northwest  is  a  majority-owned  subsidiary  of 
First  National  State  Bancorporation,  Newark,  N.J.,  a 
bank  holding  company  with  seven  subsidiary  banks 
and  total  assets  in  excess  of  $4  billion. 

The  proponents  do  not  currently  compete  directly  and, 
as  such,  consummation  of  this  proposal  will  have  no 
significant  effect  on  existing  competition  in  the  relevant 
geographic  market.  The  relevant  geographic  market 
for  this  proposal  is  Hunterdon  County,  N.J.,  the  area  in 
which  Hunterdon  operates  its  offices  and  derives  over 
75  percent  of  its  deposits.  Hunterdon,  with  35  percent 
of  market  deposits,  has  the  largest  deposit  share  of  the 
nine  commercial  banks  operating  35  offices  in  the 
relevant  market.  Northwest  derives  only  a  nominal  vol¬ 


*  Asset  figures  are  from  the  September  30,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 


ume  of  business  from  the  relevant  market  and  its  near¬ 
est  office  to  any  office  of  Hunterdon  is  10  miles  away. 
Consequently,  consummation  of  this  proposal  will 
merely  replace  one  competitor  in  the  relevant  market 
with  another,  and  allow  Northwest  to  expand  into  a 
market  it  currently  does  not  service. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  .  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served."  The  financial  and  managerial  re¬ 
sources  of  both  banks  are  considered  satisfactory. 
Future  prospects  of  the  proponent  banks,  indepen¬ 
dently  and  in  combination,  are  favorable  as  are  the 
expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

November  19,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


133 


SUN  BANK  SOUTHWEST, 

Cape  Coral,  Fla.,  and  Century  National  Bank  of  Lee  County,  Lehigh  Acres,  Fla.,  and  Sun  Interim  Bank/ 
Southwest,  National  Association,  Cape  Coral,  Fla. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets*  In  To  be 

operation  operated 


Sun  Bank.  Southwest,  Cape  Coral,  Fla.,  with .  $212,704,000  3  - 

Century  National  Bank  of  Lee  County,  Lehigh  Acres,  Fla.  (17300),  with .  60,431,000  2  - 

and  Sun  Interim  Bank/Southwest,  National  Association,  Cape  Coral,  Fla.  (17300),  which  had. . . .  240,000  0  - 

merged  December  31,  1982,  under  charter  of  the  latter  and  with  the  title  "Sun  Bank/Southwest, 

National  Association.”  The  merged  bank  at  date  of  merger  had .  .  5 


COMPTROLLER'S  DECISION 

Sun  Bank/Southwest,  Cape  Coral,  Fla.,  Century  Na¬ 
tional  Bank  of  Lee  County,  Lehigh  Acres,  Fla.  and  Sun 
Interim  Bank/Southwest,  National  Association  (orga¬ 
nizing),  are  majority-owned  and  controlled  by  Sun 
Banks  of  Florida,  Inc.,  Orlando,  Fla.,  a  registered  bank 
holding  company.  This  proposed  merger  is  a  corpo¬ 
rate  reorganization  which  would  have  no  effect  on 
competition. 

A  review  of  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  September  30,  1982,  report  of  condition  for  the 
operating  banks.  Information  as  of  date  of  consummation  was  not 
available  at  press  time. 


The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger  as  conditioned  in  the  accom¬ 
panying  letter. 

November  30,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 
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II.  Mergers  consummated  involving  a  single  operating  bank. 

Because  of  space  limitations,  the  Quarterly  Journal  will  no  longer  carry  the  Comptroller’s  Decision  or  the  Summary 
of  Report  by  Attorney  General  for  transactions  involving  a  single  operating  bank  if  the  standard  text  below  is  used 


COMPTROLLER'S  DECISION 

*  *  *  Bank  is  being  organized  by  *  *  *,  a  bank  holding 
company.  The  merger  of  *  *  *  Bank  into  *  *  * 
(organizing)  Bank  is  a  part  of  a  process  whereby  *  *  * 
(holding  company),  will  acquire  100  percent  (less  di¬ 
rectors'  qualifying  shares)  of  *  *  *  Bank.  The  merger  is 
a  vehicle  for  a  bank  holding  company  acquisition  and 
combines  a  non-operating  bank  with  an  existing  com¬ 
mercial  bank.  As  such,  it  presents  no  competitive  is¬ 
sues  under  the  Bank  Merger  Act,  12  USC  1828(c). 

The  financial  and  managerial  resources  of  both  propo¬ 
nents  and  the  future  prospects  of  the  resulting  bank 
are  favorable.  After  the  merger,  the  resulting  bank  will 
be  in  the  position  to  draw  on  the  financial  and  mana¬ 
gerial  resources  of  its  new  corporate  parent.  This  will 
permit  it  to  more  effectively  serve  the  convenience  and 
needs  of  its  community. 

A  review  of  the  record  of  this  application  and  other 


information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicant's  record  of  helping  to  meet  the  credit 
needs  of  the  entire  community,  including  low  and  mod¬ 
erate  income  neighborhoods,  is  less  than  satisfactory 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  *  *  *  Bank  would  become  a  subsidiary  of  *  *  *,  a 
bank  holding  company.  The  instant  transaction  would 
merely  combine  an  existing  bank  with  a  non-operating 
institution;  as  such,  and  without  regard  to  the  acquisi¬ 
tion  of  the  surviving  bank  by  *  *  *  (holding  company), 
it  would  have  no  effect  on  competition. 


AMERICAN  NATIONAL  BANK  OF  CHAMPAIGN, 

Champaign,  III.,  and  American  Bank  of  Champaign,  National  Association,  Champaign,  III. 


Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices 

In 

operation 

To  be 
operated 

American  National  Bank  of  Champaign,  Champaign,  III.  (15368),  with . 

and  American  Bank  of  Champaign,  National  Association,  Champaign,  III.  (15368),  which  had.  .  . 
merged  July  30,  1982,  under  charter  of  latter  and  title  of  former.  The  merged  bank  at  date  of 
meroer  had  .  ,  f  f  ,  t  ,.r./ ). . . 

$65,124,000 

240,000 

Q 

O 

0 

3 

The  resulting  bank  is  a  subsidiary  of  Marine  Bancorp  Inc.,  Champaign.  III. 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1982,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 


*  * 


THE  AMERICAN  NATIONAL  BANK  OF  VINCENNES, 
Vincennes,  Ind.,  and  ANB  National  Bank,  Vincennes,  Ind. 


Names  of  banks  and  type  of  transaction 

Total 

Banking  offices 

assets 

In 

operation 

To  be 
operated 

The  American  National  Bank  of  Vincennes,  Vincennes,  Ind.  (3864),  with . 

and  ANB  National  Bank,  Vincennes,  Ind.  (3864),  which  had . 

merged  October  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  . 

The  resulting  bank  is  a  subsidiary  of  Ambanc  Corp.,  Vincennes,  Ind. 

$179,283,860 

120,000 

179,283,860 

0 

6 

jfc  % 
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CITIZENS  FIRST  NATIONAL  BANK  OF  NEW  JERSEY, 
Ridgewood.  N.J.,  and  CF  National  Bank,  Ridgewood,  N.J. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

Citizens  First  National  Bank  of  New  Jersey,  Ridgewood,  N.J.  (11759),  with . 

and  CF  National  Bank,  Ridgewood,  N.J.  (11759),  which  had . 

consolidated  October  1,  1982,  under  charter  and  title  of  the  former.  The  consolidated  bank  at 

date  of  consolidation  had .  . 

The  resulting  bank  is  a  subsidiary  of  Citizens  First  Bancorp,  Inc.,  Glen  Rock,  N.J. 

$759,334,000 

120,000 

759,334,000 

30  - 

0  - 

-  30 

*  *  * 


FIRST  NATIONAL  BANK  OF  WARSAW, 

Warsaw,  Ind. ,  and  Warsaw  National  Bank,  Warsaw,  Ind. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


First  National  Bank  of  Warsaw,  Warsaw,  Ind.  (14382),  with .  $122,236,630  5  - 

and  Warsaw  National  Bank,  Warsaw,  Ind.  (14382),  which  had .  120,000  0  - 

merged  October  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  122,356,630  -  5 

The  resulting  bank  is  a  subsidiary  of  FN  Bancorp,  Warsaw,  Ind. 


*  *  * 


NATIONAL  BANK  OF  BOYERTOWN, 

Boyertown,  Pa.,  and  National  Boyertown  Interim  Bank,  Boyertown,  Pa. 


Names  of  banks  and  type  of  transaction 

Total 
assets * 

Banking  offices 

In  To  be 

operation  operated 

National  Bank  of  Boyertown,  Boyertown,  Pa.  (2137),  with . 

and  National  Boyertown  Interim  Bank,  Boyertown,  Pa.  (2137),  which  had . 

merged  October  1,  1982,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  National  Penn  Bancshares,  Inc.,  Boyertown,  Pa. 

$211,985,000 

60,000 

6  - 

0  - 

-  6 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30,  1982,  report  of  condition  for  the 
operating  bank.  Information  as  of  date  of  consummation  was  not  available  at  press  time. 


*  *  * 


NATIONAL  BANK  OF  EARLVILLE, 

Earlville,  III.,  and  Second  National  Bank  of  Earlville,  Earlville,  III. 

Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

National  Bank  of  Earlville,  Earlville,  III.  (14403),  with . 

$29,037,414 

1 

and  Second  National  Bank  of  Earlville,  Earlville,  III.  (14403),  which  had . 

merged  October  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

500,000 

0  - 

date  of  merger  had . 

29,037.414 

-  1 

The  resulting  bank  is  a  subsidiary  of  NBE  Bancshares,  Inc.,  Earlville,  III. 


*  *  * 
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THE  UNION  NATIONAL  BANK  OF  CLARKSBURG, 

Clarksburg,  W.  Va.,  and  Union  National  Bank  of  West  Virginia,  Clarksburg,  W.  Va. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

The  Union  National  Bank  of  Clarksburg,  Clarksburg,  W.  Va.  (7681),  with . 

and  Union  National  Bank  of  West  Virginia,  Clarksburg,  W.  Va.  (7681),  which  had . 

merged  October  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had . 

The  resulting  bank  is  a  subsidiary  of  Union  Bancorp  of  West  Virginia,  Inc.,  Clarksburg,  W.  Va. 

$305,665,057 

120,000 

305,665,057 

1  - 

0  - 

1 

*  *  * 


THE  HARPETH  NATIONAL  BANK  OF  FRANKLIN, 

Franklin,  Tenn.,  and  First  Tennessee  Bank  National  Association  Franklin,  Franklin,  Tenn. 


Names  of  banks  and  type  of  transaction 

Total 
assets * 

Banking  offices 

In  To  be 

operation  operated 

The  Harpeth  National  Bank  of  Franklin,  Franklin,  Tenn.  (8443),  with . 

and  First  Tennessee  Bank  National  Association  Franklin,  Franklin,  Tenn.  (8443),  which  had . 

merged  October  18,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  First  Tennessee  National  Corporation,  Memphis,  Tenn. 

$105,716,000 

120,000 

6  - 

0  - 

-  6 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30,  1982,  report  of  condition  for  the 
operating  bank.  Information  as  of  date  of  consummation  was  not  available  at  press  time. 


*  *  * 


THE  EXCHANGE  NATIONAL  BANK  OF  COLORADO  SPRINGS, 

Colorado  Springs,  Colo.,  and  Colorado  National  Bank  -  Colorado  Springs,  Colorado  Springs,  Colo. 


Names  of  banks  and  type  of  transaction 

Total 

Banking  offices 

assets 

In 

operation 

To  be 
operated 

The  Exchange  National  Bank  of  Colorado  Springs,  Colorado  Springs,  Colo.  (3913),  with . 

and  Colorado  National  Bank  -  Colorado  Springs,  Colorado  Springs,  Colo.  (3913),  which  had. 
merged  October  20,  1982,  under  charter  of  the  latter  and  with  the  title  of  "Colorado  National 

Bank  -  Exchange."  The  merged  bank  at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  Colorado  National  Bankshares,  Inc.,  Denver,  Colo. 

$190,286,000 

38,800,000 

214,  241,000 

O 

0 

2 

*  *  * 
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CITIZENS  NATIONAL  BANK. 

Fries,  Va.,  and  Virginia  National  Bank  Fries,  Fries,  Va. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In 

operation 

To  be 
operated 

Citizens  National  Bank,  Fries,  Va.  (12290),  with . 

and  Virginia  National  Bank/Fries,  Fries,  Va.  (12290),  which  had . 

consolidated  October  22,  1982,  under  charter  of  the  former  and  title  "First  National  Bank  of 
Fries.'"  The  consolidated  bank  at  date  of  consolidation  had . 

$27,242,733 

3,136,350 

27,242,733 

3 

0 

3 

COMPTROLLER'S  DECISION 

Virginia  National  Bank/Fries  is  being  organized  by  Vir¬ 
ginia  National  Bank,  Norfolk,  Va.,  as  part  of  a  plan 
whereby  Virginia  National  Bank  would  acquire  100 
percent  of  the  outstanding  shares  of  Citizens  National 
Bank  for  the  purpose  of  facilitating  the  merger  of  First 
National  Bank  of  Fries  (formerly  Citizens  National 
Bank)  into  Virginia  National  Bank.  The  consolidation  is 
a  vehicle  to  facilitate  the  merger  of  Citizens  National 
Bank  into  Virginia  National  Bank.  Consequently,  since 
the  transaction  merely  combines  a  non-operating 
bank  with  an  existing  commercial  bank,  it  presents  no 
competitive  issues  under  the  Bank  Merger  Act,  12 
USC  1828(c). 

The  financial  and  managerial  resources  of  both  banks 
and  the  future  prospects  of  the  resulting  bank  are 
favorable.  After  the  merger,  the  resulting  bank  will  be  in 
the  position  to  draw  on  the  financial  and  managerial 


resources  of  its  new  corporate  parent.  This  will  permit  it 
to  more  effectively  serve  the  convenience  and  needs 
of  its  community. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicant's  record  of  helping  to  meet  the  credit 
needs  of  its  entire  community,  including  low  and  mod¬ 
erate  income  neighborhoods,  is  less  than  satisfactory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  consolidation. 

September  1 7,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  Attorney  General's  report  can  be  found  on  p.  84. 


CITIZENS’  NATIONAL  BANK  OF  LINTON, 

Linton,  Ind. ,  and  Greene  County  National  Bank,  Linton,  Ind. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


Citizens'  National  Bank  of  Linton,  Linton,  Ind.  (14258),  with .  $59,824,699  1  — — - 

and  Greene  County  National  Bank,  Linton,  Ind.  (14258),  which  had .  120,000  0  - 

merged  October  29,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  59,778,599  -  1 

The  resulting  bank  is  a  subsidiary  of  Citizens  National  Corporation,  Linton,  Ind. 


*  *  * 
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FIRST  FARMERS  AND  MERCHANTS  NATIONAL  BANK  OF  COLUMBIA, 
Columbia,  Term.,  and  First  Interim  National  Bank,  Columbia,  Tenn. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets  In  To  be 

operation  operated 


First  Farmers  and  Merchants  National  Bank  of  Columbia,  Columbia,  Tenn.  (14710),  with .  $112,433,408  7  - 

and  First  Interim  National  Bank,  Columbia,  Tenn.  (14710),  which  had .  120,000  0  - 

merged  November  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had .  112,433,408  -  7 

The  resulting  bank  is  a  subsidiary  of  First  Farmers  and  Merchants  Corporation,  Columbia,  Tenn, 


*  *  * 


THE  FIRST  NATIONAL  BANK  OF  AMARILLO, 

Amarillo,  Tex.,  and  First  National  Amarillo  Interim  Bank,  Amarillo,  Tex. 


Names  of  banks  and  type  of  transaction 


Total 

assets 


The  First  National  Bank  of  Amarillo,  Amarillo,  Tex.  (4214),  with . 

and  First  National  Amarillo  Interim  Bank,  Amarillo,  Tex.  (4214),  which  had . 

merged  November  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 
at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  First  Amarillo  Bancorporation,  Inc.,  Amarillo,  Tex. 


$841,424,123 

240,000 


841,424,123 


Banking  offices 


In  To  be 

operation  operated 


1 

0 


1 


*  ^ 


;*C 


THE  PEOPLES  NATIONAL  BANK  OF  SHELBYVILLE, 

Shelbyville,  Tenn.,  and  The  New  Peoples  National  Bank  of  Shelbyville,  Shelbyville,  Tenn. 


Names  of  banks  and  type  of  transaction 


The  Peoples  National  Bank  of  Shelbyville,  Shelbyville,  Tenn.  (3530),  with . 

and  The  New  Peoples  National  Bank  of  Shelbyville,  Shelbyville,  Tenn.  (3530),  which  had . 

merged  November  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  The  Peoples  National  Bancorp,  Inc.,  Shelbyville,  Tenn. 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


$68,579,994  4 

123,600  0  - 

68,579,994  -  4 


*  * 


THE  FIRST  NATIONAL  BANK  OF  BRENHAM, 

Brenham,  Tex.,  and  Brenham  Bank,  National  Association,  Brenham,  Tex. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

The  First  National  Bank  of  Brenham,  Brenham,  Tex.  (3015),  with . 

and  Brenham  Bank,  National  Association,  Brenham,  Tex.  (3015),  which  had . 

merged  November  2,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  Southwest  Bancshares,  Inc.,  Houston,  Tex. 

$91,898,046 

120.000 

92,018,046 

1 

0 

-  1 

*  *  * 
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FIRST  NATIONAL  BANK, 

Elkhart,  Ind.,  and  Second  National  Bank  of  Elkhart,  Elkhart,  Ind. 


Names  of  banks  and  type  of  transaction 

Total 

Banking  offices 

assets 

In  To  be 

operation  operated 

First  National  Bank,  Elkhart,  Ind.  (206),  with . 

and  Second  National  Bank  of  Elkhart,  Elkhart,  Ind.  (206),  which  had . 

merged  November  5,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  First  Indiana  Bancorp,  Elkhart,  Ind. 

$422,140,699 

120,000 

422,139,339 

13  - 

0 

-  13 

*  *  * 


ALAMEDA  NATIONAL  BANK, 

Lakewood,  Colo.,  and  Alameda  National  Bank  of  Lakewood,  Lakewood,  Colo. 


Names  of  banks  and  type  of  transaction 


Total 

assets 


Banking  offices 

In  To  be 
operation  operated 


Alameda  National  Bank,  Lakewood,  Colo.  (15014),  with .  $42,354,449  1  - 

and  Alameda  National  Bank  of  Lakewood,  Lakewood,  Colo.  (15014),  which  had .  9,635,443  0  - 

merged  November  8,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had .  47,474,259  -  1 

The  resulting  bank  is  a  subsidiary  of  Affiliated  Bancshares  of  Colorado,  Inc.,  Boulder,  Colo. 


*  *  * 


SOUTHERN  MICHIGAN  NATIONAL  BANK, 

Coldwater,  Mich.,  and  SM  National  Bank,  Coldwater,  Mich. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


Southern  Michigan  National  Bank,  Coldwater,  Mich.  (1924),  with .  $94,958,000  7  - 

and  SM  National  Bank,  Coldwater,  Mich.  (1924),  which  had .  120,000  0  - 

merged  November  9,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had .  94,958,000  -  7 

The  resulting  bank  is  a  subsidiary  of  Southern  Michigan  Bancorp,  Inc.,  Coldwater,  Mich. 


*  *  * 


FIRST  NATIONAL  BANK  OF  FAIRBANKS, 

Fairbanks,  Alaska,  and  First  Interim  National  Bank  of  Fairbanks,  Fairbanks,  Alaska 


Total 
assets * 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

First  National  Bank  of  Fairbanks,  Fairbanks,  Alaska  (7718),  with . 

and  First  Interim  National  Bank  of  Fairbanks,  Fairbanks,  Alaska  (7718),  which  had . 

consolidated  November  29,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The 

consolidated  bank  at  date  of  consolidation  had . 

The  resulting  bank  is  a  subsidiary  of  Alaska  Pacific  Bancorporation,  Anchorage,  Alaska. 

$123,201,000 

300,000 

6  - 

0  - 

6 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30,  1982,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 
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*  *  * 


NATIONAL  BANK  OF  ALASKA, 

Anchorage,  Alaska,  and  New  National  Bank  of  Alaska,  Anchorage,  Alaska 


Names  of  banks  and  type  of  transaction 

Total 
assets * 

Banking  offices 

In  To  be 

operation  operated 

National  Bank  of  Alaska,  Anchorage,  Alaska  (14651),  with . 

and  New  National  Bank  of  Alaska,  Anchorage,  Alaska  (14651),  which  had . 

merged  November  30,  1982,  under  charter  of  latter  and  title  of  former.  The  merged  bank  at  date 

of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  National  Bancorp  of  Alaska,  Inc.,  Anchorage,  Alaska. 

$880,073,000 

240,000 

35  - 

0  - 

-  35 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30,  1982,  report  of  condition  for  the 
operating  bank.  Information  as  of  date  of  consummation  was  not  available  at  press  time 


*  *  * 


THE  NATIONAL  BANK  OF  WALTON  COUNTY, 

Monroe,  Ga.,  and  The  New  National  Bank  of  Walton  County,  Monroe,  Ga. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets  In  To  be 

operation  operated 


The  New  National  Bank  of  Walton  County,  Monroe,  Ga.  (14046),  with . 

and  The  National  Bank  of  Walton  County,  Monroe,  Ga.  (14046),  which  had . 

consolidated  November  30,  1982,  under  charter  and  title  of  the  latter.  The  consolidated  bank  at 

date  of  consolidation  had . 

The  resulting  bank  is  a  subsidiary  of  NBWC  Corporation,  Monroe,  Ga. 


$53,182,564  0  - 

240,000  3  - 

52,820,454  -  3 


*  *  * 


FIRST  NATIONAL  BANK, 

San  Diego,  Calif.,  and  New  First  National  Bank,  San  Diego,  Calif. 


Tntnl 

Banking  offices 

Names  of  banks  and  type  of  transaction 

assets* 

In  To  be 

operation  operated 

First  National  Bank,  San  Diego,  Calif.  (17129),  with . 

and  New  First  National  Bank,  San  Diego,  Calif.  (17129),  which  had . 

merged  December  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  First  National  Corporation,  San  Diego,  Calif. 

$34,613,000 

250,000 

1  - 

0 

-  1 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30,  1982,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 


*  *  * 
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THE  WASHINGTON  COUNTY  NATIONAL  BANK  OF  ABINGDON, 

Abingdon,  Va.,  and  Central  Fidelity  Bank,  National  Association,  Southwest,  Abingdon,  Va. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In 

To  be 

operation 

operated 

The  Washington  County  National  Bank  of  Abingdon,  Abingdon,  Va.  (14223),  with . 

$67,726,510 

3 

and  Central  Fidelity  Bank,  National  Association,  Southwest,  Abingdon,  Va.  (14223),  which  had.  .  . 

60,000 

0 

3 

merged  December  1,  1982.  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 

68,726,510 

The  resulting  bank  is  a  subsidiary  of  Central  Fidelity  Banks,  Inc.,  Richmond,  Va. 

*  *  * 

THE  STATE  NATIONAL  BANK  OF  MAYSVILLE, 

Maysville,  Ky.,  and  SNB  National  Bank,  Maysville,  Ky. 

Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

SNB  National  Bank,  Maysville,  Ky.  (2663),  with . 

and  The  State  National  Bank  of  Maysville,  Maysville,  Ky.  (2663),  which  had . 

consolidated  December  4,  1982,  under  charter  and  title  of  the  latter.  The  consolidated  bank  at 

date  of  consolidation  had . 

The  resulting  bank  is  a  subsidiary  of  State  National  Bancorp,  Inc.,  Maysville,  Ky. 

$  120,000 
80,974,097 

81,094,097 

0  - 

2  - 

2 

JyC  ^ 


COLONIAL  NATIONAL  BANK, 

Wilmington,  Del.,  and  Colonial  Interim  National  Bank,  Wilmington,  Del. 


Names  of  banks  and  type  of  transaction 


Colonial  National  Bank,  Wilmington,  Del.  (15033),  with . 

and  Colonial  Interim  National  Bank,  Wilmington,  Del.  (15033),  which  had . 

merged  December  6,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  TSO  Investment  Corporation,  Wilmington,  Del. 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


$  9,504,852  3 

300,000  0 

10,660,073  _ 


*  *  * 
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THE  PEOPLES  NATIONAL  BANK  OF  CENTRAL  PENNSYLVANIA, 
State  College,  Pa.,  and  Lion  Country  National  Bank,  State  College,  Pa. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

The  Peoples  National  Bank  of  Central  Pennsylvania,  State  College,  Pa.  (12261),  with . 

and  Lion  Country  National  Bank,  State  College,  Pa.  (12261),  which  had . 

merged  December  7,  1982,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  Peoples  National  Bancorp,  Inc.,  State  College,  Pa. 

$117,000,000 

120,000 

117.000,000 

7  - 

0  - 

-  7 

* 


FIRST  NATIONAL  BANK  OF  MORTON  GROVE, 

Morton  Grove,  III.,  and  FMG  Bank,  National  Association,  Morton  Grove,  III. 


Names  of  banks  and  type  of  transaction 

Total 
assets * 

Banking  offices 

In  To  be 

operation  operated 

First  National  Bank  of  Morton  Grove,  Morton  Grove,  III.  (14662),  with . 

and  FMG  Bank,  National  Association,  Morton  Grove,  III.  (14662),  which  had . 

merged  December  13,  1982,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  Mid-Citco  Incorporated,  Chicago,  III. 

$118,669,000 

240,000 

2  - 

0  - 

2 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30,  1982,  report  of  condition  for  the 
operating  bank.  Information  as  of  date  of  consummation  was  not  available  at  press  time. 


*  ❖  * 


FIRST  AMERICAN  BANK-EASTERN,  NATIONAL  ASSOCIATION, 

Kingsport,  Tenn.,  and  First  American  Interim  Bank,  National  Association,  Kingsport,  Tenn. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

First  American  Interim  Bank,  National  Association,  Kingsport,  Tenn.  (10842),  with . 

and  First  American  Bank-Eastern,  National  Association,  Kingsport,  Tenn.  (10842),  which  had.  . . 
consolidated  December  15,  1982,  under  charter  and  title  of  the  latter.  The  consolidated  bank  at 

date  of  consolidation  had . 

The  resulting  bank  is  a  subsidiary  of  First  American  Acquisition  Corporation,  Nashville,  Tenn. 

$  120,000 
364,705,861 

364,705,861 

0 

15 

15 

^  ^ 


THE  FIRST  NATIONAL  BANK  OF  PIKEVILLE, 
Pikeville,  Ky.,  and  FNBP  National  Bank,  Pikeville,  Ky. 


Total 

Banking  offices 

Names  of  banks  and  type  of  transaction 

assets 

In 

operation 

To  be 
operated 

The  First  National  Bank  of  Pikeville,  Pikeville,  Ky.  (6622),  with 

and  FNBP  National  Bank,  Pikeville,  Ky.  (6622),  which  had . 

merged  December  16,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  First  National  Company,  Pikeville,  Ky. 

$168,024,000 

60,000 

167,819,000 

7 

0 

7 

*  *  * 
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FORT  KNOX  NATIONAL  BANK, 

Fort  Knox,  Ky.,  and  FK  Bank,  National  Association,  Fort  Knox,  Ky. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

Fort  Knox  National  Bank,  Fort  Knox,  Ky.  (14894),  with . 

and  FK  Bank,  National  Association,  Fort  Knox,  Ky.  (14894),  which  had . 

merged  December  16,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  Investors  Services,  Inc.,  Fort  Knox,  Ky. 

$38,231,029 

120,000 

38,351,029 

4  - 

0  - 

4 

*  *  * 


THE  SECOND  NATIONAL  BANK  AND  TRUST  COMPANY  OF  LEXINGTON, 

Lexington,  Ky.,  and  New  Second  National  Bank  and  Trust  Company  of  Lexington,  Lexington,  Ky. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

The  Second  National  Bank  and  Trust  Company  of  Lexington,  Lexington,  Ky.  (2901),  with . 

and  New  Second  National  Bank  and  Trust  Company  of  Lexington,  Lexington,  Ky.  (2901),  which 

had . 

merged  December  27,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  Second  National  Bancorp,  Lexington,  Ky. 

$172,037,000 

240,000 

172,277,000 

11  - 

0  - 

-  11 

^  ^  ^ 


CITIZENS  FIRST  NATIONAL  BANK  OF  PRINCETON, 

Princeton,  III.,  and  Citizens  First  Interim  Bank  National  Association,  Princeton,  III. 


Names  of  banks  and  type  of  transaction 

Total 
assets * 

Banking  offices 

In  To  be 

operation  operated 

Citizens  First  National  Bank  of  Princeton,  Princeton,  III.  (2413),  with . 

and  Citizens  First  Interim  Bank  National  Association,  Princeton,  III.  (2413),  which  had . 

merged  December  29,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had .  . 

The  resulting  bank  is  a  subsidiary  of  Princeton  National  Bancorp,  Inc.,  Princeton,  III. 

$147,715,000 

120,000 

3  - 

0  - 

-  3 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30,  1982,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not  available  at  press  time. 


*  *  * 
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CHESAPEAKE  NATIONAL  BANK, 

Kilmarnock,  Va.,  and  Chesapeake  Bank,  N.A.,  Kilmarnock,  Va. 


Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices 

In  To  be 

operation  operated 

Chesapeake  National  Bank,  Kilmarnock,  Va.  (5290).  with . 

and  Chesapeake  Bank,  N.A.,  Kilmarnock,  Va.  (5290),  which  had . 

merged  December  30,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  Chesapeake  Bankshares,  Inc.,  Kilmarnock,  Va. 

$30,617,000 

60,000 

6  - 

0  - 

-  6 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30  1982,  report  of  condition  for  the 
operating  bank.  Information  as  of  date  of  consummation  was  not  available  at  press  time. 


FIRST  BUCKEYE  BANK,  N.A., 

Plymouth,  Ohio,  and  First  Buckeye  Bank,  National  Association,  Mansfield,  Ohio 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

First  Buckeye  Bank,  N.A.,  Plymouth,  Ohio  (2577),  with . 

and  First  Buckeye  Bank,  National  Association,  Mansfield,  Ohio  (2577),  which  had . 

merged  December  30,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  Toledo  Trustcorp,  Inc.,  Toledo,  Ohio. 

$271,059,595 

240,000 

271,059,595 

25  - 

0  - 

25 

*  *  * 


OCEAN  COUNTY  NATIONAL  BANK, 

Point  Pleasant,  N.J.,  and  Ocean  National  Bank,  Point  Pleasant,  N.J. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

Ocean  County  National  Bank,  Point  Pleasant,  N.J.  (5712),  with . 

and  Ocean  National  Bank,  Point  Pleasant,  N.J.  (5712),  which  had . 

merged  December  30,  1982,  under  charter  of  latter  and  title  of  former.  The  merged  bank  at  date 

$215,046,107 

117,100 

215,049,707 

4 

0  - 

4 

The  resulting  bank  is  a  subsidiary  of  The  Summit  Bancorporation,  Summit,  N.J. 

*  %  * 
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EL  PASO  NATIONAL  BANK, 

El  Paso,  Tex.,  and  New  El  Paso  National  Bank,  El  Paso,  Tex. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

El  Paso  National  Bank,  El  Paso.  Tex.  (12769),  with . 

and  New  El  Paso  National  Bank.  El  Paso,  Tex.  (12769),  which  had . 

merged  December  31,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  TELP  2  Corporation.  Houston,  Tex. 

$653,696,849 

240,000 

696,819,972 

1 

0  - 

-  1 

^  ^  ^ 


FIRST  NATIONAL  BANK  IN  WICHITA, 

Wichita,  Kans.,  and  First  Interim  National  Bank,  Wichita,  Kans. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets*  *  In  To  be 

operation  operated 


First  National  Bank  in  Wichita,  Wichita,  Kans.  (2782),  with .  $2,047,901,000  3  - 

and  First  Interim  National  Bank,  Wichita,  Kans.  (2782),  which  had .  240,000  0  - 

consolidated  December  31.  1982,  under  the  charter  and  title  of  the  former.  The  consolidated 

bank  at  date  of  consolidation  had .  .  3 

The  resulting  bank  is  a  subsidiary  of  First  Bancorp  of  Kansas,  Wichita,  Kans. 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30,  1982,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

^  ^  ^ 


THE  FIRST  NATIONAL  BANK  OF  BELLVILLE, 

Bellville,  Tex.,  and  Bancorporation  National  Bank,  Bellville,  Tex. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets*  In  To  be 

operation  operated 


The  First  National  Bank  of  Bellville,  Bellville,  Tex.  (4241),  with .  $52,526,000  1  - 

and  Bancorporation  National  Bank,  Bellville,  Tex.  (4241),  which  had .  60,000  0  - 

merged  December  31,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had .  .  1 

The  resulting  bank  is  a  subsidiary  of  Community  Bancorporation,  Inc.,  Bellville,  Tex. 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30,  1982,  report  of  condition  for  the 
operating  bank.  Information  as  of  date  of  consummation  was  not  available  at  press  time. 

*  *  * 
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NATIONAL  BANK  OF  URBANA, 

Urbana,  III.,  and  Sunnycrest  National  Bank,  Urbana,  III. 


Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices 

In  To  be 

operation  operated 

National  Bank  of  Urbana,  Urbana,  III.  (15843),  with . 

and  Sunnycrest  National  Bank,  Urbana,  III.  (15843),  which  had . 

merged  December  31,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  First  Busey  Corporation,  Urbana,  III. 

$17,460,000 

120,000 

1 

0  - 

-  1 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30,  1982.  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

:fc 

NORTHGATE  NATIONAL  BANK  OF  EL  PASO, 

El  Paso,  Tex.,  and  New  Northgate  National  Bank,  El  Paso,  Tex. 

Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

Northgate  National  Bank  of  El  Paso,  El  Paso,  Tex.  (14878),  with . 

and  New  Northgate  National  Bank,  El  Paso,  Tex.  (14878),  which  had . 

merged  December  31,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 

at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  TELP  2  Corporation,  Houston,  Tex. 

$41,778,823 

240,000 

44,487,688 

1  - 

0  - 

1 
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Enforcement  Actions — July  I  to  December  31,  1982 


Topic 

Actions 

Topic 

Affiliate  transac¬ 

AA73,  82. 

100, 

105, 

140, 

146. 

161 

tions 

Allowance  for  pos¬ 

AA60,  61, 

62,  63.  64  65. 

66.  ( 

57,  68,  69. 

Dividends 

sible  loan 

70,  71,  72 

',  73, 

74,  75.  77 

,  78, 

79,  81,  82, 

losses 

84,  87,  88 

i,  90. 

92,  93.  94 

.  96, 

98,  99,  100, 

101, 

102, 

103, 

106, 

107, 

110. 

111. 

112, 

113, 

114, 

115, 

116. 

118, 

120, 

121, 

122, 

123, 

124, 

125, 

126, 

127, 

128, 

131, 

132, 

Earnings 

133, 

134, 

135, 

137, 

138, 

139, 

140, 

142, 

143, 

144, 

148, 

149, 

150, 

151, 

153, 

154, 

155, 

156. 

158. 

159, 

160, 

162, 

163, 

164, 

165, 

166, 

167, 

168, 

169. 

170, 

172, 

173, 

Electronic  data  pro¬ 

174, 

175 

cessing 

Asset/liability  man¬ 

AA6' 

1.  62, 

64,  65,  66,  67, 

72,  ' 

73,  74,  75. 

Fiduciary  activities 

agement 

78,  79.  82 

1,  85, 

87,  88,  89 

91, 

92,  93,  94, 

Funds  management 

98,  99.  100,  101,  102,  105,  107,  112,  113, 

Insider  dealing 

115, 

118. 

119, 

120, 

121 

123, 

124. 

128, 

131, 

133, 

134, 

137, 

138, 

139, 

142, 

143. 

147, 

148. 

149, 

151, 

153, 

154, 

155, 

156. 

Internal  controls/au¬ 

158, 

159, 

163, 

165, 

167, 

168. 

172, 

173, 

dit 

175 

Call  Report 

AA77,  85, 

175 

Capital/capital  plan 

AA62.  64. 

65,  68  7' 

1,  73, 

74. 

75,  77,  79, 

Loan  administra- 

82,  83,  84 

.  85, 

87,  91,  93 

,  94, 

95,  98,  99, 

tion/policy 

101, 

102, 

103. 

104, 

105, 

106, 

109, 

110, 

112. 

114, 

121, 

123, 

124, 

127, 

131. 

132. 

134, 

136, 

137, 

138, 

139, 

140, 

141, 

142, 

143, 

144, 

145. 

147, 

149, 

150, 

151, 

152, 

154, 

155, 

157, 

159, 

160. 

161, 

163, 

164, 

165. 

166, 

167 

168. 

171, 

173, 

175 

Classified  assets/ 

AA60,  61 . 

62.  63,  64,  65, 

66.  l 

57,  68,  69. 

loans 

70,  71.  72 

'.  73, 

74,  75.  79 

i.  81. 

82,  83,  84, 

85,  87.  88 

!.  89, 

90.  92,  93 

1,  94, 

96,  99,  100, 

101, 

102, 

103, 

105. 

106, 

107, 

110, 

111, 

112, 

113, 

114, 

115, 

116, 

117, 

118, 

119, 

Loans  to  insiders 

120, 

121. 

122, 

123, 

124, 

125, 

126, 

127. 

128, 

129 

130, 

131, 

132, 

133, 

134, 

135, 

Management 

136. 

137. 

138, 

139, 

140, 

141, 

142, 

143, 

144, 

146, 

147, 

148, 

149, 

150, 

151, 

153, 

155. 

156. 

157, 

158. 

159, 

160, 

161. 

162, 

163, 

164, 

165, 

166 

167, 

168, 

169, 

172, 

174 

175 

Collateral 

AA62,  63, 

65,  ( 

56,  68  72, 

73, 

75,  79,  84, 

88.  96,  98 

1,  99, 

102. 

103. 

106, 

111. 

115, 

116, 

118, 

119. 

121, 

122, 

123, 

125, 

128, 

131, 

132, 

134, 

136. 

137, 

138, 

139, 

142, 

143, 

149, 

154, 

160, 

164, 

166, 

171, 

173 

Noncompliance 

Collection  policy 

See  Delinguent  loans/collection 

with  earlier  ad¬ 

Concentrations  of 

AA64,  88, 

91, 

123, 

141 

ministrative  ac¬ 

credit 

tion 

Consumer  vio¬ 

AA6' 

1,  62. 

67,  ' 

76,  78,  81. 

87,  1 

90.  96,  98, 

Other  real  estate 

lations 

99,  100,  113.  117,  118,  122,  123,  131. 

owned 

140, 

141, 

150, 

153, 

163, 

174 

Overdrafts 

Credit  information 

AA60,  61. 

62.  ( 

53,  64.  66. 

68 

70.  71  72. 

Participations/pur¬ 

73,  74,  75 

i,  78, 

79.  81,  84 

,  85, 

87,  88,  89, 

chased  loans 

90,  91  92 

',  93, 

94,  96,  98 

i.  99, 

100. 

102, 

Prohibition  on  future 

103, 

106, 

107, 

111, 

112, 

113, 

115, 

116, 

employment  in 

117, 

118, 

119, 

120, 

121. 

122, 

123, 

124, 

banking 

125, 

126, 

128 

129, 

132, 

133, 

134, 

135, 

Reimbursement/res¬ 

137, 

138 

139, 

140, 

141, 

142, 

143, 

144, 

titution 

146, 

147, 

148, 

149, 

151, 

153, 

154, 

155. 

Report  of  Condition 

156, 

158 

159, 

160, 

161, 

163, 

164, 

165, 

Reports  to  OCC 

166, 

167, 

168, 

169, 

170, 

171, 

172, 

173, 

periodic 

174 

monthly 

Delinguent  loans/ 

AA6' 

1.  62, 

63  ( 

56.  67,  68, 

70, 

72,  73.  76, 

Self  dealing/conflict 

collection 

79,  83,  84 

1,  85, 

87,  90,  93,  95, 

96,  99.  106, 

of  interest 

111, 

112, 

113, 

114, 

115, 

117, 

120, 

122, 

Trust  department 

125, 

126, 

128, 

130. 

131, 

133, 

134, 

135, 

137, 

139. 

140, 

141. 

143, 

144, 

148, 

149, 

Actions 

153,  155,  156,  158.  160,  163,  164,  165, 
166,  168,  173 

AA64,  65,  73,  74,  75,  82,  93,  94.  96  98. 
99,  100,  102,  105,  112,  114,  117,  138 
140,  141,  142,  143,  144,  149.  150  151, 

154,  160,  161,  164,  166,  167,  168,  170 
171,  174,  175 

AA62,  65,  72,  74,  75,  82,  88,  89,  93  94. 
96,  107,  110,  114,  120,  127,  131,  133, 

134,  136,  138,  142,  149,  150,  151,  154, 
156,  168,  171,  175,  180 

AA60,  75,  78,  84,  87,  88,  99,  114,  116, 

117,  136,  138,  148,  163,  166,  168 
See  Trust  department 

See  Asset/liability  management 
See  loans  to  insiders  and  affiliate  transac¬ 
tions  see  also  self  dealing/conflict  of  inter¬ 
est 

AA60,  66.  68,  75,  76.  84.  86,  87,  88.  91. 
94,  96,  98,  99,  100,  114,  115  118.  122, 
123,  124,  131,  132,  133,  137,  138,  139, 

142,  148,  158,  165,  166,  168.  169 
CMP9,  10,  13;  AA60,  61,  62,  63,  64,  65. 
66,  67,  68,  69,  70,  71  72.  73.  74  75,  79, 

81,  82,  83,  84,  87,  88.  89,  90.  91. 92  93, 

94,  96,  99,  100,  101,  102,  105,  106.  107, 
110,  111,  112,  113,  114,  115,  116,  117, 

118,  119,  120,  121,  122,  123.  124,  125 

126,  127,  128,  130,  131,  132.  133,  134, 

135,  136,  137,  138,  139,  140,  141,  142. 

143,  144,  147,  148,  149,  151,  152,  153. 

154,  155,  156,  158.  159,  161,  162.  163. 

164,  165,  166,  167,  168,  169,  170,  173. 

174 

CMP9,  12;  AA76,  84,  87.  91,  119,  140, 

148.  150,  161,  166 

AA61 ,  62,  65,  66,  67,  68.  73,  74,  75,  79. 

82,  83.  84,  85,  86.  88.  89,  90,  91,  92,  95. 

96,  97,  98,  99,  100.  10  i,  102,  105,  106. 
107,  110.  Ill,  112,  114,  115,  116,  117. 

118,  119,  120,  121,  122,  123,  124,  125, 

126,  130,  131,  132,  133,  134,  136,  137 

138,  139.  140,  141,  142,  143,  144,  145, 

148.  149,  150,  151,  152,  154,  156.  157 

158,  160,  161,  164,  165,  166,  167,  168, 

169,  170,  172.  174,  175 

CMP10,  11,  AA95.  97,  103,  134.  137,  138, 

139.  141,  150 


AA82,  110,  141 

CMP12,  AA99,  139,  144 
AA64,  98,  103,  140,  146,  174 

CMP13,  AA97 


AA79,  86,  96,  98 
See  Call  Report 
AA84,  141 

AA63,  65,  126,  153,  182 
AA86,  95.  102,  144 

AA86.  95,  99,  115.  116,  144.  150  168, 
178 


149 


Topic 

Actions 

Topic 

Actions 

Violations,  general 

CMP9  10,  12,  14,  15,  AA61 ,  62,  63.  64, 

66,  67.  68,  69.  70,  71,  72,  73,  74,  75.  76, 

78,  80,  81,  82,  83,  84,  87,  88,  89,  90.  91, 

12  USC  375 

CMP9,  12,  AA84,  93,  95,  98,  102,  103, 
107,  113,  118,  119,  122,  130,  139,  144, 
150,  158,  172 

92,  93,  94,  95,  96,  97  98,  99,  100,  101, 

102,  103.  106.  107,  108,  109,  110,  111, 

15  USC  1607  (Truth 
in  Lending) 

AA96 

112,  113,  114,  115,  116,  117,  118,  119, 

120,  121,  122,  123,  124,  125,  126,  127, 

128  129,  130,  131,  132,  133,  134,  135, 

15  USC  1681  (Fair 
Credit  Report¬ 
ing) 

AA78,  106,  117 

137,  138.  139.  140,  141,  142,  143,  144, 

12  CFR  7.3025 

AA68.  82,  88,  94,  107 

147,  149,  150,  151,  152,  153,  154,  156.' 

12  CFR  9 

AA95,  115,  168 

157,  158.  159,  160,  161,  162,  163,  164, 

12  CFR  12 

AA95 

165,  167,  168,  169,  170,  171,  172,  173, 

12  CFR  18 

AA118 

174 

12  CFR  21 

AA182 

12  USC  29 

AA94,  105,  110 

12  CFR  25 

AA118 

12  USC  60 

CMP15;  AA98 

12  CFR  27 

AA182 

12  USC  61 

AA161 

12  CFR  29 

AA172 

12  USC  84 

CMP9,  12.  13,  14,  AA63,  66,  70,  73,  74, 

12  CFR  202 

AA87 

82,  84.  90,  96,  98,  99,  102,  103,  106,  107. 

12  CFR  205 

AA172 

109,  112,  113,  114,  115,  117,  118,  122, 

123,  127,  129,  130,  131,  132,  134,  135, 

12  CFR  215 

CMP9,  AA83,  93,  97.  102,  122,  139,  140, 
150,  158,  163,  165  174 

137,  139,  140,  141,  143,  144,  147,  149, 

12  CFR  217 

AA161 

150,  157,  158,  159,  160,  162,  163,  164, 

12  CFR  226 

AA106,  118,  172 

165,  167,  169,  170,  171,  172,  173 

24  CFR  3500 

AA106 

12  USC  161 

12  USC  371 

AA  118 

AA73.  82,  107,  144,  146,  159,  161,  163 

31  CFR  103 

AA100,  107,  134,  139 
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Civil  Money  Penalties 

9.  Bank  with  assets  of  $50  to  $100  million 

Specialized  examinations  revealed  numerous  lending 
limit  violations  on  three  separate  lines  of  credit  Two 
lines  involved  combining  loans  for  purposes  of  the 
lending  limit.  One  of  these,  on  which  the  bank  vice 
president  was  the  account  officer,  remained  in  violation 
throughout  three  examinations  while  loans  continued 
to  be  granted  despite  the  fact  that  the  violation  had 
been  brought  to  the  account  officer's  attention  and 
explained.  The  third  line  of  credit,  on  which  the  bank 
president  was  the  account  officer,  became  excessive 
through  the  final  draw  on  a  construction  loan.  While  in 
violation,  three  additional  loans  were  extended.  The 
account  officer  was  aware  of  the  initial  violation  when  it 
occurred  and  of  the  three  subsequent  violations.  Nu¬ 
merous  insider  and  recordkeeping  violations  also  were 
discovered  within  the  bank. 

A  Civil  Money  Penalty  of  $2,500  was  assessed  against 
the  vice  president  in  light  of  the  recurring  nature  of  the 
violation  involved,  particularly  considering  the  direct 
warning. 

A  Civil  Money  Penalty  of  $2,500  also  was  assessed 
against  the  president  for  his  part  in  the  willful  violations 
of  the  bank’s  lending  limit. 

Supervisory  letters  were  sent  to  each  member  of  the 
bank's  board  of  directors  concerning  the  described 
lending  limit  violation,  insider  transactions,  and  rec¬ 
ordkeeping  violations. 

10.  Bank  with  assets  of  $25  to  $50  million 

Violations  of  articles  of  an  Order  to  Cease  and  Desist 
prohibiting  the  extension  of  certain  loans  without  the 
prior  approval  of  the  board  of  directors  were  found. 
The  articles  were  designed  to  restrict  the  liberal  lend¬ 
ing  practices  of  the  president  of  the  bank,  who  was 
also  the  chairman  of  the  board.  He  violated  the  Order 
on  15  occasions.  The  board  then  removed  all  his  lend¬ 
ing  authority  from  him. 

A  Civil  Money  Penalty  of  $5,000  was  assessed  against 
the  President. 

1 1 .  Bank  with  assets  of  $25  to  $50  million 

An  examination  of  the  bank  disclosed  the  bank  to  be 
operating  in  substantial  noncompliance  with  the  re¬ 
quirements  of  an  Order  to  Cease  and  Desist  issued  by 
the  Comptroller  approximately  1  year  earlier.  Included 
among  the  numerous  violations  of  the  Order  cited 
were:  (1)  failure  to  employ  a  new,  active,  full-time  chief 
executive  officer;  (2)  continued  payment  of  improperly 
documented  expenses  incurred  by  bank  directors,  of¬ 


ficers  and  employees;  (3)  failure  to  develop  a  compre¬ 
hensive  budget;  (4)  failure  to  adopt  and  implement  a 
program  to  eliminate  criticized  assets  from  that  status: 
and  (5)  failure  to  divest  the  bank’s  ownership  interest  in 
a  travel  agency. 

Civil  Money  Penalties  were  assessed  against  the  bank 
and  five  individuals  in  light  of  the  seriousness  of  the 
violations  of  the  Final  Order  to  Cease  and  Desist  and 
the  continuing  failure  of  the  bank's  president  and 
board  of  directors  to  cause  the  bank’s  affairs  to  be 
conducted  in  conformance  with  the  order's  several 
provisions.  The  Comptroller  assessed  the  penalties  in 
the  following  amounts:  (1)  Bank,  $37,500;  (2)  presi¬ 
dent,  $25,000;  and  (3)  each  member  of  the  board  of 
directors,  $3,125. 


12.  Bank  with  assets  of  $25  to  $50  million 

Insider  violations,  large  and  extended  overdrafts  and  a 
loan  at  a  preferential  interest  rate  involving  the  chief 
executive  officer,  president  and  a  director  recurred  in 
two  consecutive  examinations.  The  aggregate  over¬ 
drafts  to  the  chief  executive  officer  exceeded  the 
bank’s  lending  limit  on  several  occasions.  Because  it 
received  no  service  fees  on  the  overdrafts  and  was 
deprived  of  interest  on  the  loan,  the  bank  suffered  a 
loss.  Approximately  half  of  the  loss  suffered  was  reim¬ 
bursed  to  the  bank. 

Civil  Money  Penalties  of  $10,000,  $2,000,  and  $2,000 
were  assessed  against  the  bank's  chief  executive  of¬ 
ficer,  president  and  a  director,  respectively,  in  light  of 
the  recurring  nature  of  the  violations,  the  resulting  loss 
to  the  bank  and  the  profit  to  the  violators.  The  penalty 
against  the  chief  executive  officer  was  larger  because 
he  was  involved  in  more  and  farther-reaching  vio¬ 
lations. 

Each  of  those  individuals  also  was  assessed  an 
amount  equal  to  the  loss  suffered  by  the  bank  as  a 
result  of  their  individual  violations.  That  amount  was 
payable  to  either  the  Comptroller  or  the  bank. 


13.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  that  the  bank, 
through  its  president,  had  made  extensions  of  credit 
and  failed  to  record  their  disbursement  for  substantial 
periods  of  time.  Two  of  the  unbooked  extensions  of 
credit  resulted  in  violations  of  12  USC  84  and  were  of 
poor  quality  and  poorly  documented.  Also,  the  loans 
resulted  in  a  concentration  of  credit  to  out-of-area  bor¬ 
rowers.  The  loans  were  made  and  concealed  with 
loans  by  an  affiliate  state  bank  through  its  president, 
who  was  a  director  of  the  bank 
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Civil  Money  Penalties  of  $5,000  each  were  assessed 
against  the  bank's  former  president  and  the  director 
who  was  the  president  of  the  bank's  affiliate.  The  for¬ 
mer  president's  penalty  was  suspended  because  he 
was  financially  unable  to  pay.  The  Agreement  sus¬ 
pending  payment  also  prohibited  him  from  seeking 
employment  in  banking  without  the  prior  approval  of 
the  appropriate  financial  regulatory  agency.  The  as¬ 
sessment  against  the  director  has  not  been  resolved. 

14.  Bank  with  assets  of  less  than  $25  million 

A  specialized  examination  revealed  violations  of  12 
USC  84.  These  violations  were  aggravated  by  the  fact 
that  lending  limit  violations  had  been  noted  in  the  last 
three  examinations.  In  addition,  the  loans  in  violation 
had  been  approved  by  the  full  board  of  directors  and 
were  also  classified. 

A  Civil  Money  Penalty  of  $1 ,000  was  assessed  against 
each  director  approving  the  loans  in  light  of  the  recur¬ 
ring  nature  of  the  violations  and  the  warnings  in  pre¬ 
vious  reports  of  examination. 

15.  Bank  with  assets  of  $25  to  $50  million 

The  chairman  of  the  board  of  directors  caused  the 
bank  to  declare  three  dividends  in  violation  of  12  USC 
60(b).  The  dividends  substantially  exceeded  the  lim¬ 
itations  in  12  USC  60(b)  and  the  chairman  owned  or 
controlled  a  substantial  amount  of  the  stock  of  the 
bank  through  its  holding  company. 

A  notice  of  assessment  of  a  Civil  Money  Penalty  was 
issued  against  the  chairman  for  $30,000  based  on  the 
three  violations  of  12  USC  60(b).  A  hearing  is  pending. 

Administrative  Actions 

60.  Bank  with  assets  of  $25  to  $50  million 

The  quality  of  the  bank’s  loan  portfolio  has  deteriorated 
with  classified  assets  increasing  to  95  percent  of  gross 
capital  funds.  Adverse  economic  conditions  in  the  ag¬ 
ricultural  sector  contributed  to  the  excessive  classified 
assets,  and  poor  weather  conditions  further  aggra¬ 
vated  the  problem.  Loan  administration  needs 
strengthening;  problem  loan  identification  is  effective 
but  stronger  administrative  action  is  needed  once 
problems  are  identified.  Earnings  have  been  good  and 
the  allowance  for  possible  loan  losses  and  capital  are 
considered  adequate  at  the  present  time. 

A  Memorandum  of  Understanding  required  the  bank 
to:  (1)  develop  a  program  to  eliminate  criticized  as¬ 
sets,  (2)  take  necessary  steps  to  obtain  current  and 
satisfactory  credit  information,  (3)  review  and  revise 
lending  policies,  (4)  review  and  maintain  an  adequate 
allowance  for  possible  loan  losses,  and  (5)  take  action 


to  cure  internal  control  and  electronic  data  processing 
deficiencies. 

61.  Bank  with  assets  of  less  than  $25  million 

Weak  and  deficient  management  has  caused  continu¬ 
ing  deterioration  in  asset  quality.  Total  classified  assets 
and  the  classified  assets  as  a  percent  of  gross  capital 
funds  have  increased.  Losses  identified  at  the  most 
recent  examination  resulted  in  a  deficiency  in  the  al¬ 
lowance  for  possible  loan  losses,  causing  the  exam¬ 
iner  to  request  the  immediate  provision  of  $20,000  and 
an  increase  in  the  monthly  provisions.  Overall  credit 
administration  is  poor,  with  inadequate  file  mainte¬ 
nance  and  loan  documentation.  Collection  procedures 
are  ineffective;  the  delinquency  rate  is  19.9  percent. 
Written  policies  do  not  exist  in  most  major  areas  and 
internal  controls  are  weak.  The  compliance  officer  is 
inadequately  trained  and  unable  to  carry  out  respon¬ 
sibilities.  The  uncorrected  and  repetitive  consumer 
violations  are  serious  and  could  have  a  negative  im¬ 
pact  on  future  earnings. 

A  Formal  Agreement  required:  (1)  protection  of  the 
bank's  classified  assets  position,  (2)  obtaining  of  satis¬ 
factory  credit  information,  (3)  quarterly  reviews  of  the 
allowance  for  possible  loan  losses,  (4)  a  revised  lend¬ 
ing  policy,  (5)  a  collection  policy,  (6)  an  investment 
policy,  (7)  a  funds  management  policy,  (8)  appoint¬ 
ment  of  a  compliance  officer,  (9)  development  of  a 
compliance  policy,  and  (10)  correction  of  violations  of 
law. 

62.  Bank  with  assets  of  $25  to  $50  million 

Primarily  an  agricultural  institution,  this  bank  histor¬ 
ically  operated  informally  and  failed  to  formalize  oper¬ 
ational  procedures,  particularly  in  the  lending  function. 
The  examination  disclosed  uncorrected  deficiencies 
as  the  primary  cause  behind  an  inordinately  high  level 
of  criticized  assets,  delinquencies,  and  credit  file/col¬ 
lateral  exceptions.  A  significant  increase  in  doubtful 
loans  and  in  losses  which  had  to  be  recognized  during 
the  examination  necessitated  a  special  provision  to 
the  allowance  for  possible  loan  losses,  which  had  a 
severe,  negative  impact  on  1982  earnings.  The  Chair¬ 
man,  who  is  the  largest  shareholder  and  makes  most 
management  decisions,  is  primarily  responsible  for 
the  bank’s  situation.  His  failure  to  react  to  changing 
economic  conditions  and  institute  corrective  actions  in 
a  timely  fashion  produced  the  poor  loan  portfolio. 

A  Formal  Agreement  required  the  board  to  immedi¬ 
ately  correct  all  violations  of  law  in  both  the  commer¬ 
cial  and  consumer  reports  of  examination,  and  to 
adopt  procedures  to  prevent  their  recurrence.  The 
Agreement  required  the  appointment  of  a  special  com¬ 
pliance  committee  to  analyze  the  bank's  management 
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and  organizational  structure  and  to  submit  a  report  to 
the  Board  incorporating  its  recommendations  con¬ 
cerning:  (1)  possible  expansion  of  the  directorate,  (2) 
possible  replacement  or  supplementation  of  existing 
management,  (3)  establishment  of  a  management 
succession  plan,  (4)  creation  of  written  job  descrip¬ 
tions,  and  (5)  development  of  an  organization  chart. 
The  bank  was  also  required  to  strengthen  the  lending 
function,  implementing  procedures  to  monitor  problem 
loans,  maintaining  current  and  satisfactory  credit  infor¬ 
mation,  correcting  collateral  documentation  excep¬ 
tions,  and  controlling  delinquent  loans.  The  Agree¬ 
ment  also  prohibited  additional  extensions  of  credit  to 
criticized  borrowers  and  required  closer  adherence  to 
the  existing  written  loan  policy.  The  board  was  required 
to  adopt  and  implement  a  written  program  for  strength¬ 
ening/collecting  criticized  assets.  In  conjunction  with 
management,  the  board  was  also  required  to  analyze 
the  bank's  earnings  capacity  and  capital  needs  and  to 
adopt  and  implement  a  written  asset/liability  manage¬ 
ment  policy. 

63.  Bank  with  assets  of  $50  to  $100  million 

Weather  and  market-related  problems  had  a  negative 
impact  on  the  area's  agricultural  and  retail  businesses. 
An  examination  disclosed  classified  assets  equal  to 
116  percent  of  capital,  up  sharply  from  48  percent  at 
the  prior  examination.  Area  economic  problems  were  a 
cause  for  the  deterioration  in  asset  quality  as  were 
significant  deficiencies  in  loan  administration  and  in¬ 
sufficient  supervision  of  the  lending  function  by  the 
board  and  executive  management.  The  examination 
disclosed  liberal  lending/collection  procedures,  nu¬ 
merous  financial  information  deficiencies,  and  a  prac¬ 
tice  of  renewing  loans  without  collecting  interest.  The 
report  of  examination  also  disclosed  four  lending  limit 
violations.  The  seriousness  of  the  violations  was  com¬ 
pounded  by  the  fact  that  they  were  repeats  and  that 
three  were  also  classified.  The  bank's  problems  in  the 
lending  area  were  partially  attributable  to  frequent  staff 
turnover  and  lack  of  adequate  executive  board  super¬ 
vision.  Earnings  were  weak  and  had  declined  because 
of  increases  in  loan  loss  provisions  and  nonaccrual 
assets.  Capital  was  strained  by  the  deterioration  in 
asset  quality. 

A  Formal  Agreement  required  the  bank  to:  (1)  cease 
making  loans  in  excess  of  the  lending  limit  and  reduce 
excessive  loans,  (2)  correct  all  violations  of  law,  (3) 
protect  interests  in  criticized  assets  and  implement  a 
program  to  eliminate  criticisms,  (4)  make  no  loans  to 
borrowers  whose  loans  were  criticized,  (5)  establish  a 
program  to  improve  collection  procedures  and  reduce 
delinquent  loans,  (6)  acquire  current  and  satisfactory 
credit  information  and  collateral  documentation  on 
past  and  future  loans,  (7)  review  and  revise  lending 
policies,  (8)  review  and  maintain  an  adequate  allow¬ 


ance  for  possible  loan  losses,  and  (9)  submit  monthly 
reports  to  the  regional  administrator. 

64.  Bank  with  assets  of  $25  to  $50  million 

Excessive  classified  assets  (equal  to  72  percent  of 
gross  capital  funds)  centered  in  loans,  half  of  which 
had  been  purchased  from  a  nearby  institution.  Loans 
purchased  from  that  bank  represented  121  percent  of 
total  capital  funds.  Loan  administration  was  poor,  and 
policy  regarding  loan  participations  was  lacking.  Earn¬ 
ings  continued  to  be  poor,  primarily  because  of  declin¬ 
ing  interest  margins.  Although  capital  is  considered 
adequate,  litigation  expense  could  impair  capital  if  the 
bank  is  unsuccessful  in  its  defense.  Board  supervision 
is  weak,  and  numerous  changes  in  executive  manage¬ 
ment  have  compounded  the  bank’s  problems. 

A  Formal  Agreement  required  remedial  attention  to 
violations  of  law  and  regulations  and  institution  of  pro¬ 
cedures  to  prevent  future  violations.  It  also  required:  (1 ) 
programs  to  strengthen  criticized  assets,  (2)  the  ob¬ 
taining  and  maintaining  of  adequate  financial  informa¬ 
tion  for  all  extensions  of  credit,  (3)  revision  of  the  lend¬ 
ing  policy  to  properly  address  the  purchase  of  loans 
and  loan  participations  and  implementation  of  a  sys¬ 
tem  to  monitor  compliance  with  that  policy,  (4)  estab¬ 
lishment  of  a  formal  loan  review  function,  (5)  review 
and  documentation  of  the  allowance  for  possible  loan 
losses,  and  (6)  establishment  of  a  policy  addressing 
concentrations  of  credits.  A  limit  on  the  total  percent¬ 
age  of  all  purchased  loans  and  loan  participations  was 
set,  requiring  prior,  unanimous  board  approval  of  such 
loans  and  the  removal  of  such  loans  from  the  bank 
within  90  days  of  classification  by  this  Office.  Addi¬ 
tional  requirements  include  a  capital  plan  supported 
by  a  detailed  budget,  and  compliance  with  the  current 
funds  management  policy.  The  capital  plan  requires 
provisions  for  supplementing  equity  should  equity 
capital  fall  below  7  percent  of  total  assets. 

65.  Bank  with  assets  of  $50  to  $100  million 

The  examination  reflected  continuing  poor  loan  quality 
and  earnings.  A  funds  management  policy  was 
adopted  which  did  not  meet  the  needs  of  the  bank  and 
was  not  followed.  Classified  assets  equalled  72  per¬ 
cent  of  capital.  Salaries  of  two  primary  co-owners  were 
high  in  relation  to  bank  profits  and  size.  Primary  capital 
was  marginal. 

A  Memorandum  of  Understanding  required  the  bank 
to:  (1)  correct  all  criticisms  of  assets  and  make  no 
additional  loans  to  borrowers  whose  assets  were  criti¬ 
cized,  (2)  review  and  amend  internal  loan  review  pro¬ 
cedures,  (3)  review  and  maintain  an  adequate  allow¬ 
ance  for  possible  loan  losses,  (4)  place  questionable 
loans  in  nonaccrual  status,  (5)  obtain  and  maintain 
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complete  collateral  documentation  on  all  real  estate, 
(6)  implement  a  funds  management  program,  (7)  im¬ 
prove  and  sustain  earnings  by  preparing  a  complete 
yearly  budget,  (8)  restrict  payments  of  dividends,  (9) 
establish  a  program  to  maintain  capital,  (10)  employ  a 
capable  senior  lending  officer,  (11)  prepare  position 
descriptions  for  each  officer  and  evaluate  salaries  in 
light  of  responsibilities  and  bank  earnings,  and  (12) 
submit  monthly  reports  to  the  regional  administrator. 

66.  Bank  with  assets  of  less  than  $25  million 

Weak  loan  administration  and  supervision  coupled 
with  depressed  economic  conditions  in  the  agri¬ 
cultural  sector  caused  substantial  deterioration  that 
was  reflected  in  the  examination.  Criticized  assets  rep¬ 
resented  98  percent  of  gross  capital  funds.  As  a  result 
of  the  poor  condition  of  the  loan  portfolio,  the  allow¬ 
ance  for  possible  loan  losses  was  inadequate  and  an 
addition  to  it  was  made  during  the  examination.  Loans 
not  supported  by  satisfactory  credit  information,  at  35 
percent  of  total  loans,  were  excessive.  Several  vio¬ 
lations  of  law  were  identified,  including  repeat  vio¬ 
lations  of  12  USC  84  Internal  controls  are  weak  and 
audit  coverage  is  inadequate.  The  executive  vice  pres¬ 
ident’s  compensation  may  be  in  contravention  of 
BC-115. 

A  Formal  Agreement  required  the  bank  to:  (1)  correct 
all  violations  of  law,  (2)  take  prompt  action  to  protect 
the  bank's  position  relative  to  criticized  assets,  (3) 
adopt  a  written  program  to  improve  collection  efforts, 
(4)  not  extend  additional  credit  to  classified  borrowers 
unless  in  the  best  interest  of  the  bank  and  with  prior 
written  board  approval,  (5)  obtain  satisfactory  credit 
and  collateral  documentation,  (6)  review  the  adequacy 
of  the  allowance  for  possible  loan  losses,  (7)  revise  its 
existing  lending  policy,  (8)  adopt  and  implement  a 
written  funds  management  policy,  (9)  amend  its  exist¬ 
ing  investment  policy,  (10)  review  the  sufficiency  and 
competency  of  the  present  managerial  staff,  (11)  cor¬ 
rect  internal  control  and  audit  deficiencies,  and  (12) 
implement  a  written  internal  control/audit  policy. 

67.  Bank  with  assets  of  less  than  $25  million 

Classified  assets,  deficiencies  in  administration  of  the 
loan  portfolio,  violations  of  law  and  poor  earnings  and 
liquidity  were  the  major  problems  disclosed.  Classified 
assets  had  increased  from  38  to  60  percent  of  gross 
capital  funds  since  the  previous  examination.  Loan 
delinquencies  also  had  increased,  from  11  to  16  per¬ 
cent  of  total  loans.  Although  economic  conditions  were 
a  factor  in  those  increases,  deficiencies  in  loan  admin¬ 
istration,  including  the  failure  to  establish  satisfactory 
repayment  programs,  to  collect  interest  at  maturity, 
and  to  discontinue  accruing  interest  on  loans  in  ac¬ 
cordance  with  established  procedures  also  contrib¬ 


uted  to  the  deterioration.  Violations  of  law  were  dis¬ 
closed,  including  repeat  violations  of  several  con¬ 
sumer  compliance  laws  and  regulations.  The  bank’s 
liquidity  position  was  unsatisfactory  and  required  bor¬ 
rowing  throughout  much  of  the  previous  year  to  fund 
deposit  declines. 

A  Formal  Agreement  required  the  bank  to:  (1)  imple¬ 
ment  a  written  program  to  eliminate  criticized  assets, 
(2)  adopt  a  written  program  to  improve  collection 
efforts  and  to  prohibit  the  capitalization  of  interest  or 
renewal  of  loans  solely  to  make  them  current,  (3)  adopt 
procedures  to  ensure  compliance  with  written  lending 
policies,  (4)  review  the  adequacy  of  the  allowance  for 
possible  loan  losses,  (5)  adopt  a  written  liquidity  and 
asset/liability  policy,  (6)  evaluate  the  sufficiency  and 
competency  of  the  officer  staff,  (7)  correct  all  violations 
of  law,  and  (8)  develop  a  written  program  to  achieve 
compliance  with  consumer  protection  laws. 

68.  Bank  with  assets  of  $25  million 

The  bank  had  been  subject  to  a  Formal  Agreement 
since  1980,  had  failed  to  fully  comply  with  the  provi¬ 
sions  of  that  Agreement,  and  had  continued  to  deterio¬ 
rate.  Bank’s  problems  included  poor  asset  quality,  in¬ 
adequate  allowance  for  possible  loan  losses,  inade¬ 
quate  management,  excessive  criticized  assets,  poor 
collection  efforts,  and  poor  loan  administration.  The 
bank  also  lacked  an  internal  loan  review  system. 

An  Order  to  Cease  and  Desist  required  the  creation  of 
a  compliance  committee  composed  primarily  of  out¬ 
side  directors.  The  Order  also  required  the  bank  to 
correct  existing  violations  of  law  and  ensure  their  non¬ 
recurrence.  The  bank  was  required  to  perform  a  man¬ 
agement  study  and  to  revise  its  capital  plans  with  an 
increase  in  primary  capital.  The  Order  required  the 
bank  to  adopt  a  program  designed  to  remove  the 
grounds  for  criticism  for  each  criticized  asset  and  to 
refrain  from  extending  additional  credit  to  criticized 
borrowers.  The  bank  was  also  required  to  adopt  a 
written  program  to  improve  collection  efforts  and  to 
revise  and  amend  its  written  policies  regarding  loan 
portfolio  management.  The  Order  further  required  the 
bank  to  establish  an  internal  loan  review  system,  to 
obtain  and  maintain  current  and  satisfactory  credit 
information,  and  to  eliminate  collateral  documentation 
exceptions.  The  bank  was  also  required  to  ensure  the 
adequacy  of  its  allowance  for  possible  loan  losses, 
address  the  deficiencies  in  its  internal  controls,  and 
adopt  an  internal  audit  program. 

69.  Bank  with  assets  of  $50  to  $100  million 

Deteriorating  asset  quality  was  the  major  problem. 
Criticized  assets  were  up  to  113  percent  of  gross 
capital  funds.  Loan  administration  needed  strengthen- 
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ing  in  the  area  of  capitalizing  interest  and  enforcing 
repayment  programs.  Nonaccrual  loans  accounted  for 
5  percent  of  gross  loans,  and  delinquencies  ac¬ 
counted  for  13  percent  of  gross  loans. 

A  Memorandum  of  Understanding  required  the  bank 
to:  (1)  correct  each  violation  of  law,  (2)  take  action  on 
criticized  assets  and  establish  a  program  to  eliminate 
the  basis  of  criticism,  (3)  review  and  revise  the  existing 
loan  policy,  and  (4)  review  and  maintain  an  adequate 
allowance  for  possible  loan  losses. 

70.  Bank  with  assets  of  $100  to  $250  million 

The  loan  portfolio  was  low  quality,  which  had  an  ad¬ 
verse  effect  on  earnings.  Criticized  assets  had  in¬ 
creased  to  124  percent  of  gross  capital  funds.  The 
deteriorated  asset  quality  had  necessitated  increased 
provisions  for  loan  losses.  Nonaccrual  loans  con¬ 
stituted  2.4  percent  of  the  portfolio  and  the  allowance 
for  possible  loan  losses  was  inadequate.  A  new  presi¬ 
dent  and  vice  president  were  appointed;  they  began 
improving  lending  policy,  collection  efforts,  and  super¬ 
vision  of  junior  lenders. 

A  Formal  Agreement  required  the  bank  to.  (1)  cease 
making  loans  in  violation  of  12  USC  84  and  reduce 
existing  violations  to  conform,  (2)  correct  all  other  vio¬ 
lations  of  law,  (3)  take  action  on  criticized  assets,  (4) 
cease  making  loans  to  criticized  borrowers  and  estab¬ 
lish  a  written  program  to  eliminate  the  basis  of  criti¬ 
cism,  (5)  develop  a  program  to  improve  collections,  (6) 
obtain  current  credit  information  and  cease  making 
loans  without  such  information,  (7)  review  and  maintain 
an  adequate  allowance  for  possible  loan  losses,  (8) 
ensure  compliance  with  lending  policies,  and  (9)  re¬ 
view  and  amend  the  internal  loan  review  system. 

71.  Bank  with  assets  of  less  than  $25  million 

Weak  loan  administration  and  supervision  and  a  de¬ 
pressed  agricultural  economy  caused  the  asset  deteri¬ 
oration  reflected  in  the  examination  report.  Criticized 
assets  equalled  119  percent  of  gross  capital  funds. 
Loans  unsupported  by  current  credit  information,  at  36 
percent  of  gross  loans,  were  excessive,  and  the  allow¬ 
ance  for  possible  loan  losses  was  inadequate. 

A  Formal  Agreement  required  the  bank  to:  (1)  correct 
all  violations  of  law,  (2)  take  prompt  action  to  protect 
the  bank’s  interest  in  criticized  assets,  (3)  not  extend 
additional  credit  to  classified  borrowers  without  prior 
board  approval,  (4)  take  all  necessary  action  to  obtain 
and  maintain  satisfactory  credit  information,  (5)  estab¬ 
lish  a  quarterly  review  of  the  loan  portfolio  to  identify 
problem  loans,  (6)  ensure  that  the  bank’s  allowance  for 
possible  loan  losses  is  maintained  at  an  adequate 
level,  (7)  revise  the  lending  policy,  and  (8)  prepare  a 
capital  plan. 


72.  Bank  with  assets  of  $50  to  $100  million 

Classified  assets  had  increased  to  52  percent  of  gross 
capital  funds  and  total  criticized  assets  equalled  80 
percent  of  gross  capital  funds.  Increased  risk  in  the 
loan  portfolio  left  the  allowance  for  possible  loan 
losses  inadequate.  Loans  not  supported  by  current 
and  satisfactory  credit  information  and  past  due  loans 
were  on  the  rise.  The  bank’s  loan  review  system  was 
not  satisfactory.  Earnings  had  fallen  off  over  the  pre¬ 
ceding  3  years. 

A  Memorandum  of  Understanding  required  the  bank 
to:  (1)  appoint  a  compliance  committee,  (2)  correct 
violations  of  law,  (3)  establish  an  internal  loan  review 
system,  (4)  establish  and  maintain  an  adequate  allow¬ 
ance  for  possible  loan  losses,  (5)  correct  criticisms  of 
assets  and  cease  making  loans  to  borrowers  whose 
loans  are  criticized,  (6)  improve  collection  efforts,  (7) 
maintain  credit  information  and  collateral  documenta¬ 
tion,  (8)  establish  a  planning  process  to  improve  and 
sustain  earnings,  and  (9)  establish  a  funds  manage¬ 
ment  policy. 

73.  Bank  with  assets  of  $25  to  $50  million 

Lax  supervision  of  the  loan  portfolio,  including  an  inor¬ 
dinate  volume  of  credit  and  collateral  exceptions  re¬ 
sulted  in  a  deterioration  of  loan  quality  and  a  high  level 
of  criticized  assets.  Noncompliance  with  the  lending 
policy  and  lack  of  an  adequate  problem  loan  identifi¬ 
cation  system  also  contributed  to  the  bank’s  un¬ 
satisfactory  condition.  The  allowance  for  possible  loan 
losses  was  considered  adequate,  but  documented, 
periodic  reviews  were  lacking.  Several  violations  of  law 
were  cited,  including  violations  of  12  USC  84  (both  to 
borrowers  with  credit  weaknesses)  and  of  12  USC 
371c  (excessive  funds  advanced  to  the  bank’s  holding 
company  for  estimated  income  tax  liability).  As  a  result 
of  the  holding  company’s  debt  service  requirements, 
which  were  funded  by  large  dividend  payments,  the 
bank’s  capital  position  was  deemed  marginal.  The 
bank  also  was  operating  without  an  adequate  asset/ 
liability  management  policy.  The  dominance  of  the 
longtime  chief  executive  officer/controlling  owner  was 
viewed  as  the  primary  obstacle  to  correcting  the  defi¬ 
ciencies. 

A  Formal  Agreement  prohibited  the  bank  from  extend¬ 
ing  credit  in  violation  of  law  and  required  immediate 
action  to  correct  existing  violations  and  to  adopt  pro¬ 
cedures  to  prevent  their  recurrence.  The  Agreement 
required:  (1)  an  analysis  of  the  bank  management, 
particularly  in  the  lending  area,  including  action  to 
resolve  identified  weaknesses  and  provide  for  man¬ 
agement  succession,  (2)  development  of  a  plan  to 
reduce/strengthen  criticized  assets  and  no  further  ex¬ 
tensions  of  credit  to  any  criticized  borrower  without 
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approval  of  a  majority  of  the  directors,  (3)  establish¬ 
ment  of  procedures  to  ensure  compliance  with  the 
written  loan  policy,  (4)  controls  on  the  level  of  delin¬ 
quencies  and  efforts  to  correct  credit/collateral  defi¬ 
ciencies,  (5)  development  of  procedures  to  identify 
problem  loans,  and  (6)  review  the  allowance  for  possi¬ 
ble  loan  losses  at  least  quarterly.  The  board  was  fur¬ 
ther  required  to  review  and  revise  its  written  funds 
management  policy  and  develop  a  plan  for  strength¬ 
ening  the  bank's  equity  capital  position.  Payment  of 
dividends  was  restricted  unless  the  board  determined 
such  action  to  be  in  the  best  interests  of  the  bank  and 
furnished  written  intent  to  declare  a  dividend  to  the 
regional  administrator.  The  board  was  to  take  steps  to 
strengthen  the  bank’s  strategic  planning/budgeting 
function. 

74.  Bank  with  assets  of  $50  to  $100  million 

Classified  assets  had  tripled  to  equal  64  percent  of 
gross  capital  funds.  Supervision  of  the  loan  portfolio 
had  declined.  Large  loan  losses  caused  the  allowance 
for  possible  loan  losses  to  be  inadequate,  and  earn¬ 
ings  failed  to  support  an  adequate  capital  base.  Vio¬ 
lations  of  12  USC  84  were  present  and  funds  manage¬ 
ment  was  weak. 

A  Formal  Agreement  required  the  bank  to:  (1)  cease 
making  loans  in  excess  of  lending  limits  and  correct 
existing  violations,  (2)  correct  criticisms  of  assets  and 
cease  making  loans  to  borrowers  whose  current  loans 
are  classified,  (3)  perform  an  analysis  of  management 
needs,  (4)  hire  a  senior  loan  officer  and  fill  all  other 
positions  with  qualified  individuals,  (5)  review  and 
amend  the  internal  loan  review  systems,  (6)  submit,  to 
the  regional  administrator,  a  comprehensive  loan  pol¬ 
icy,  (7)  obtain  complete  credit  information  and  cease 
making  loans  without  such  information,  (8)  review  and 
maintain  an  adequate  allowance  for  possible  loan 
losses,  (9)  develop  a  program  to  improve  and  sustain 
the  bank's  earnings  and  submit  yearly  budgets,  (10) 
raise  capital  to,  and  maintain  it  at  7  percent,  (11) 
restrict  dividends,  and  (12)  develop  and  implement  an 
asset/liability/funds  management  program. 

75.  Bank  with  assets  of  $25  to  $50  million 

Numerous  violations  of  law  were  present  and  classified 
assets  had  increased  to  168  percent  of  gross  capital 
funds.  Management  and  supervision  were  poor,  par¬ 
ticularly  in  the  loan  area.  Credit  information  and  collat¬ 
eral  documentation  were  lacking  on  loans.  Lending 
policies  and  procedures  were  weak  and  not  being 
followed.  An  internal  loan  review  system  was  in  effect 
but  was  found  to  be  inadequate.  The  allowance  for 
possible  loan  losses  was  depleted  by  charge-offs. 
Earnings  of  the  bank  were  poor  and  the  budget  for  the 
coming  year  was  flawed  and  unrealistic.  The  bank  was 


relying  excessively  on  borrowed  and  purchased  funds 
for  liquidity;  its  rate  sensitivity  position  had  resulted  in 
a  negative  GAP;  funds  management  needed  to  be 
expanded;  and  the  net  interest  margin  needed  to  be 
improved.  Capital  had  deteriorated  because  of  poor 
asset  quality,  charge-offs,  charges  to  undivided  prof¬ 
its,  and  1981  operating  losses.  Further,  dividends  had 
been  paid  to  the  shareholders,  further  diluting  capital. 
Accounting  errors  were  found  throughout  the  bank’s 
books  and  reconciliation  duties  were  not  properly  seg¬ 
regated  and  were  not  being  properly  reviewed.  The 
bank  had  acquired  ownership  of  an  insurance  agency 
which  had  become  a  financial  drain  and  electronic 
data  processing  violations  were  found. 

A  Notice  of  Charges  was  served  citing  all  of  the  defi¬ 
ciencies  and  an  Order  to  Cease  and  Desist,  to  which 
the  bank  consented,  required  the  bank  to:  (1)  appoint 
a  compliance  committee,  (2)  correct  all  violations  of 
law,  (3)  adopt  a  program  to  eliminate  the  basis  of 
criticisms  of  assets,  (4)  prepare  a  management  staff¬ 
ing  and  succession  plan,  (5)  cease  making  loans  to 
borrowers  holding  criticized  loans,  (6)  obtain  and 
maintain  current  and  satisfactory  credit  information 
and  collateral  documentation  and  cease  making  loans 
without  such  documentation,  (7)  review  and  amend 
lending  policies,  (8)  implement  an  internal  loan  review 
system,  (9)  review  and  maintain  an  adequate  allow¬ 
ance  for  possible  loan  losses,  (10)  prepare  a  plan  to 
improve  and  sustain  the  bank’s  earnings  and  submit 
yearly  budgets,  balance  sheets  and  income  state¬ 
ments  to  the  regional  administrator,  (11)  review  and 
revise  asset/liability  management  guidelines,  (12)  pre¬ 
pare  an  analysis  of  ongoing  capital  needs  and  de¬ 
velop  a  3-year  capital  program,  (13)  restrict  payments 
of  dividends,  (14)  correct  deficiencies  in  internal  con¬ 
trol  and  audit  procedures,  (15)  employ  a  certified  pub¬ 
lic  accountant  to  audit  the  bank,  (16)  prepare  a  study 
on  the  bank's  ownership  of  the  insurance  agency,  and 
(17)  correct  all  electronic  data  processing  violations. 

76.  Bank  with  assets  of  $50  to  $100  million 

Violations  of  law  related  to  insider  dealing,  investment 
practices,  and  consumer  matters.  Accounting  prac¬ 
tices  were  unsatisfactory  and  investment  and  trading 
controls  and  practices  were  insufficient,  with  financial 
limitations  frequently  being  exceeded  and  the  entire 
portfolio  maintained  off-book.  Delinquent  loans  had 
increased  and  the  audit  program  needed  improve¬ 
ment,  particularly  in  the  area  of  investment  and  trading 
transactions. 

A  Formal  Agreement  required  the  bank  to:  (1)  appoint 
a  compliance  committee,  (2)  correct  violations  of  law, 
(3)  correct  consumer  violations,  (4)  employ  a  certified 
public  accountant  to  ensure  proper  financial  rec¬ 
ordkeeping,  (5)  establish  guidelines  within  which  to 
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operate  investment  and  trading  accounts,  (6)  improve 
collection  efforts  and  (7)  develop  a  written  audit  pro¬ 
gram. 

77.  Bank  with  assets  of  $25  to  $50  million 

The  bank's  loan  portfolio  was  in  very  serious  condition 
with  high  classified  assets  and  seriously  past  due 
loans.  The  allowance  for  possible  loan  losses  was  not 
adequate.  The  bank  filed  and  published  a  call  report 
that  did  not  apparently  reflect  the  bank's  actual  condi¬ 
tion.  The  bank  employed  potentially  questionable  ac¬ 
counting  transactions  and  misstated  its  allowance  for 
possible  loan  losses.  The  bank  refused  to  charge  off 
certain  loss  loans  identified  by  national  bank  exam¬ 
iners. 

A  Notice  of  Charges  was  served  on  the  bank  and  its 
directors,  alleging  that  the  bank  had  filed  and  pub¬ 
lished  an  inaccurate  call  report,  maintained  an  inade¬ 
quate  allowance  for  possible  loan  losses  and  em¬ 
ployed  apparently  questionable  accounting  transac¬ 
tions  which  inflated  the  bank's  equity  capital  and 
misstated  its  allowance  for  possible  loan  losses.  The 
bank  was  directed  to  file  an  answer  to  the  charges  and 
to  provide  an  opinion  on  the  appropriateness  of  a 
public  hearing  on  the  charges. 

78.  Bank  with  assets  of  $50  to  $100  million 

The  loan  portfolio  had  deteriorated  with  excessive 
past-due  loans  not  supported  by  current  and  satisfac¬ 
tory  credit  information.  Loans  were  renewed  and  ac¬ 
crued  interest  was  added  to  the  total.  The  bank  was 
operating  with  limited  formal  funding  policies.  The  al¬ 
lowance  for  possible  loan  losses  and  electronic  data 
processing  functions  were  not  adequate.  Violations  of 
consumer  laws  were  cited. 

A  Memorandum  of  Understanding  required  the  bank 
to:  (1)  acquire  current  and  satisfactory  credit  informa¬ 
tion,  (2)  renew  its  allowance  for  possible  loan  losses, 
(3)  develop  a  funds  management  policy,  (4)  correct 
electronic  data  processing  deficiencies,  (5)  eliminate 
consumer  law  violations,  and  (6)  establish  procedures 
to  eliminate  violation  of  the  Fair  Credit  Reporting  Act. 

79.  Bank  with  assets  of  $50  to  $100  million 

The  bank  was  operating  without  adequate  staff  or 
management  and  lacked  adequate  lending  policies. 
The  bank  suffered  from  excessive  credit  information 
and  collateral  documentation  exceptions  and  exces¬ 
sive  criticized  assets  and  past-due  loans.  The  bank 
lacked  an  adequate  internal  loan  review  program  and 
had  failed  to  maintain  an  adequate  allowance  for  pos¬ 
sible  loan  losses.  Further,  there  were  various  violations 
of  law,  including  insider  transaction  and  financial  rec¬ 
ordkeeping  violations.  The  bank  was  operating  without 


an  adequate  written  funds  management  program  or  a 
comprehensive  budget.  Finally,  the  bank  was  operat¬ 
ing  with  inadequate  capital  and  engaging  in  question¬ 
able  activity  in  its  investment  portfolio. 

A  Formal  Agreement  was  entered  into  which  required 
the  bank  to:  (1)  complete  a  written  study  of  its  man¬ 
agement  and  staffing  needs,  (2)  review  and  revise  its 
lending  policies  and  obtain  and  maintain  current  and 
satisfactory  credit  information,  (3)  correct  its  collateral 
documentation  exceptions,  (4)  adopt  a  program  to 
eliminate  the  grounds  of  criticism  of  criticized  assets  in 
excess  of  $50,000,  (5)  extend  no  additional  funds  to 
any  criticized  borrower,  (6)  improve  its  collection 
efforts  and  formulate  an  internal  loan  review  program, 
(7)  review  and  maintain  the  adequacy  of  its  allowance 
for  possible  loan  losses,  (8)  correct  all  violations  of  law 
and  adopt  procedures  to  prevent  their  recurrence,  (9) 
inform  management  and  staff  of  the  requirements  of 
the  federal  banking  laws,  (10)  adopt  a  written  funds 
management  policy  and  a  formalized,  comprehensive, 
and  detailed  budget,  (11)  increase  and  maintain  its 
level  of  primary  capital,  (12)  appoint  a  compliance 
committee  composed  primarily  of  outside  directors, 
and  (13)  refrain  from  securities  trading  activities  with¬ 
out  prior  adoption  and  implementation  of  adequate 
written  policies  and  procedures  to  properly  account 
for  such  activities. 

80.  Bank  with  assets  of  $25  to  $50  million 

The  bank  operated  a  small  trust  department  which 
was  inadequately  managed.  The  experienced  trust 
officer  had  resigned  the  previous  year  and  the  presi¬ 
dent  was  acting  in  that  capacity.  The  trust  examination 
disclosed  a  lack  of  written  policies  governing  use  of 
funds  awaiting  investment  or  distribution  and  invest¬ 
ment  analysis.  The  trust  department’s  accounting  rec¬ 
ords  did  not  accurately  reflect  the  interests  of  the  ben¬ 
eficiaries  in  specific  assets  and  there  was  no  policy 
providing  for  periodic  independent  audits. 

A  Formal  Agreement  required  the  board  to  decide 
whether  the  bank  should  continue  to  offer  trust  serv¬ 
ices  in  light  of  the  small  size  of  the  trust  department 
and  the  costs  of  operating  such  a  department.  If  trust 
services  were  continued,  the  board  was  to  obtain  ad¬ 
ditional  expertise  in  trust  activities.  The  bank  was  to 
take  steps  to  ensure  that  each  account  was  reviewed 
at  least  annually,  that  an  investment  analysis  was  un¬ 
dertaken,  that  investment  guidelines  were  established, 
and  that  accounting  records  were  reviewed  and  up¬ 
dated  as  needed.  A  written  policy  governing  the  tem¬ 
porary  investment  of  funds  was  required,  and  the  bank 
was  to  correct  all  violations  in  the  trust  department. 

81.  Bank  with  assets  of  $50  to  $100  million 

The  bank  had  several  minor  violations  of  law.  including 
consumer  violations.  Additionally,  the  bank  had  exces- 
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sive  criticized  assets  and  had  failed  to  keep  and  main¬ 
tain  adequate  credit  information  on  borrowers.  The 
bank's  allowance  for  possible  loan  losses  had  become 
questionable  and  was  in  need  of  review  and  updating. 
The  bank  needed  to  update  and  expand  its  written 
lending  policies  to  put  its  loan  policy  on  a  sounder 
basis. 

A  Memorandum  of  Understanding  required  the  bank 
to  correct  the  violations  of  law  and  the  excessive  criti¬ 
cized  assets.  The  bank  was  required  to  limit  renewals 
and  additional  lending  to  large  borrowers,  to  review  its 
allowance  for  possible  loan  losses,  and  revise  its  writ¬ 
ten  lending  policy. 

82.  Bank  with  assets  of  $100  to  $250  million 

An  examination  disclosed  that  the  bank's  efforts  to 
comply  with  the  requirements  of  a  Memorandum  of 
Understanding  were  insufficient  to  arrest  the  continu¬ 
ing  decline  of  the  bank's  overall  condition.  The  bank’s 
severe  problems  stemmed  primarily  from  its  heavy  in¬ 
volvement  in  high-risk  real  estate  construction  and 
land  development  loans,  ineffective  management,  and 
a  seriously  depressed  local  economy.  Criticized  as¬ 
sets  escalated  to  148  percent  of  gross  capital  funds 
and  overdue  loans  stood  at  15  percent  of  gross  loans 
outstanding.  The  bank’s  inordinate  volume  of  poor 
quality  credits  had  a  significantly  negative  impact  on 
its  earnings,  capital,  and  allowance  for  possible  loan 
losses.  Violations  cited  at  the  examination  included  12 
USC  84  and  371(c). 

A  Formal  Agreement  required:  (1 )  the  employment  of  a 
new,  active,  and  capable  senior  lending  officer,  (2) 
review  and  necessary  amendment  of  the  bank's  loan 
policies  and  procedures,  (3)  a  prohibition  of  additional 
advances  to  criticized  borrowers,  (4)  development  and 
implementation  of  a  plan  for  the  disposal  of  other  real 
estate  owned  in  accordance  with  12  CFR  7.3025,  (5) 
maintenance  of  the  allowance  for  possible  loan  losses 
at  an  adequate  level,  (6)  a  capital  increase  to  a  level 
specified  by  the  Comptroller,  (7)  adoption  of  a  plan  to 
improve  bank  earnings  and  maintain  an  adequate 
capital  structure,  (8)  prior  approval  of  dividends  by  the 
regional  administrator,  (9)  development  and  imple¬ 
mentation  of  written  policies  for  the  coordination  and 
management  of  the  bank’s  assets  and  liabilities,  (10) 
all  transactions  between  the  bank  and  its  holding  com¬ 
pany  to  be  in  compliance  with  applicable  laws,  rules 
and  regulations,  (11)  correction  of  all  violations  of  laws 
and  regulations  cited  in  the  examination  and  establish¬ 
ment  of  procedures  to  prevent  similar  violations,  and 
(12)  appointment  of  a  compliance  committee  to  moni¬ 
tor  adherence  with  the  requirements  of  the  Agreement. 

83.  Bank  with  assets  of  $100  to  $250  million 

The  bank  had  problems  in  management,  loan  admin¬ 
istration  and  collection  and  had  excessive  criticized 


assets.  The  bank’s  capital,  while  not  impaired,  was  in 
need  of  close  attention  because  of  numerous  lending 
deficiencies.  Internal  control  and  audit  deficiencies 
and  violations  of  law  existed. 

A  Memorandum  of  Understanding  required  the  bank 
to  correct  violations  of  law  and  to  study  current  man¬ 
agement  and  adopt  a  management  plan.  Written  lend¬ 
ing  policies  were  to  be  reviewed  and  amended  and 
internal  controls  modified  and  strengthened.  A  new 
program  to  improve  collection  efforts  was  to  be 
adopted  along  with  a  program  for  eliminating  the 
grounds  of  criticism  of  assets.  The  allowance  for  possi¬ 
ble  loan  losses  was  to  be  maintained  at  an  amount 
related  to  the  risk  in  the  loan  portfolio.  The  bank  was  to 
submit  a  written  capital  policy,  including  projections 
and  budgets  for  forthcoming  years. 

84.  Bank  with  assets  of  less  than  $25  million 

The  bank  suffered  from  insider  abuse,  which  resulted 
in  violations  of  1 2  USC  375a  and  b,  84.  and  other  laws. 
The  bank’s  loan  portfolio  was  in  serious  condition. 
Loans  lacked  current  and  satisfactory  credit  informa¬ 
tion.  Collateral  documentation  was  lacking.  Capital 
and  internal  controls  were  inadequate.  Loans  were 
seriously  past  due  and  the  allowance  for  possible  loan 
losses  was  inadequate.  The  bank’s  primary  supplier  of 
electronic  data  processing  was  potentially  insolvent. 

A  Notice  of  Charges  was  issued  and  an  Order  to 
Cease  and  Desist  required  the  bank  to  inject  capital 
and  maintain  capital  at  not  less  than  8  percent  of 
assets.  The  bank  was  required  to  hire  a  new  chief 
executive  officer,  develop  and  implement  a  plan  to 
eliminate  criticized  assets,  and  was  prohibited  from 
lending  to  certain  criticized  borrowers.  The  bank  was 
also  required  to  adopt  a  lending  policy,  acquire  current 
and  satisfactory  credit  information  and  collateral  docu¬ 
mentation,  eliminate  past  due  loans,  review  its  allow¬ 
ance  for  possible  loan  losses,  eliminate  violations  of 
12  USC  84  and  375a  and  b  and  other  laws,  review  the 
financial  statement  of  its  primary  electronic  data  pro¬ 
cessing  supplier,  improve  internal  controls  and  elimi¬ 
nate  audit  deficiencies,  and  make  written  progress 
reports  to  the  regional  administrator. 

85.  Bank  with  assets  of  $50  to  $100  million 

Examination  revealed  high  classifed  assets  relative  to 
gross  capital  funds.  Internal  control  and  loan  admin¬ 
istration  problems  existed.  Proper  credit  information 
was  lacking.  Capital,  although  unimpaired,  was  thin 
and  earnings  were  low.  The  bank  had  engaged  in  a 
practice  of  buying  when-issued  securities,  taking  all 
gains  present  at  settlement  date,  but  booking  the  se¬ 
curities  at  market  value  in  the  investment  portfolios  if  a 
loss  occurred.  No  policy  for  asset/liability  manage¬ 
ment  existed 
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A  Formal  Agreement  required  the  bank  to  remove  as¬ 
sets  from  classified  status.  Immediate  correction  of  the 
lack  of  credit  information  was  required.  Procedures  for 
collection  of  delinquent  loans,  an  internal  loan  review 
system,  a  quarterly  review  of  the  allowance  for  possi¬ 
ble  loan  losses,  and  a  capital  plan  were  all  required. 
The  securities  transactions  problems  were  addressed 
by  requiring  the  bank  to  review,  determine,  and  book 
all  trading  losses  and  to  reflect  material  changes  in 
amended  call  reports. 

86.  Bank  with  assets  of  $50  to  $100  million 

The  trust  department  of  this  basically  sound  bank  was 
poorly  managed  and  in  need  of  a  trust  officer.  The 
department’s  accounting  practices  were  deficient  and 
the  board  of  directors  was  not  exercising  proper  con¬ 
trol  over  trust  audits,  asset  and  account  administration 
and  investment  policies  aimed  at  eliminating  self-deal¬ 
ing  and  conflicts  of  interest.  Trust  discretionary  ac¬ 
counts  were  often  invested  in  the  bank  at  questionable 
rates  of  return. 

A  Formal  Agreement  required  the  bank  to  employ  a 
qualified  trust  officer  and  to  analyze  the  department's 
future  management  needs  and  solve  identified  weak¬ 
nesses.  The  accounting  practices  of  the  department 
were  to  be  reviewed  and  the  deficiencies  corrected. 
The  board  of  directors  was  required  to  take  steps  to 
provide  for  proper  audits  of  the  department  and  to 
properly  oversee  its  operation.  An  internal  audit  pro¬ 
gram  based  on  an  independent  auditor  reporting 
solely  to  the  Board  was  established.  Written  policies 
were  required  for  proper  asset  and  account  admin¬ 
istration,  and  conflict  of  interest  situations  and  self¬ 
dealing  transactions.  An  independent  certified  public 
accountant  was  to  review  the  accounts  involving  in¬ 
vestments  in  the  bank’s  own  funds  for  propriety  and 
possible  reimbursement. 

87.  Bank  with  assets  of  $50  to  $100  million 

A  specialized  examination  of  the  bank  disclosed  a 
significant  increase  in  criticized  assets,  including  loan 
losses  in  excess  of  net  profits  for  the  first  half  of  1982. 
Delinquencies,  unsatisfactory  credit  information,  and 
collateral  exceptions  were  excessive.  The  bank  did  not 
have  charge-off  or  nonaccrual  policies  in  effect.  The 
basic  problem  was  a  lack  of  depth  in  management, 
particularly  in  the  lending  area.  The  depressed  econ¬ 
omy  contributed  to  the  bank’s  problems.  Thirty-five 
percent  of  the  bank’s  classified  asets  were  real  estate 
loans. 

A  Formal  Agreement  was  entered  into  which  required: 
(1)  a  comprehensive  review  of  the  qualifications  and 
effectiveness  of  the  bank’s  management,  particularly 
in  the  lending  area,  (2)  development  and  implementa¬ 
tion  of  a  plan  to  augment  bank  management  where 


appropriate,  (3)  comprehensive  review  of  the  bank's 
lending  function,  loan  policy,  and  procedures  for 
monitoring  compliance  with  the  policy,  (4)  acquisition 
and  maintenance  of  current  and  satisfactory  credit 
information  for  all  loans,  (5)  extension  of  no  additional 
credit  to  criticized  borrowers,  except  under  certain 
delineated  circumstances,  (6)  adoption  of  a  written 
program  to  improve  collection  efforts,  (7)  adoption  and 
implementation  of  a  policy  for  nonaccrual  of  interest  on 
delinquent  loans  and  lease  financing  receivables  and 
a  policy  for  charging  off  assets  that  are  not  readily 
collectible,  (8)  review  of  the  adequacy  of  the  allowance 
for  possible  loan  losses,  (9)  correction  of  all  violations 
of  law,  rule  or  regulation  cited  in  the  examination,  in¬ 
cluding  consumer  violations,  (10)  development  of  writ¬ 
ten  guidelines  for  coordinating  and  managing  assets 
and  liabilities,  (11)  development  of  comprehensive 
and  detailed  budget,  (12)  analysis  of  ongoing  capital 
needs  and  development  of  a  written  3-year  capital 
program,  (13)  training  of  the  internal  auditor  in  all 
phases  of  electronic  data  processing,  and  (14)  defer¬ 
ral  of  the  opening  of  a  branch  office. 

88.  Bank  with  assets  of  less  than  $25  million 

The  examination  revealed  a  deterioration  in  asset  qual¬ 
ity,  a  violation  of  law,  staffing  deficiencies,  ineffective 
supervision  of  the  loan  portfolio,  low  liquidity,  inade¬ 
quate  earnings,  and  deficiencies  in  the  data  process¬ 
ing  function.  The  bank  was  meeting  consumer  com¬ 
pliance  responsibilities  in  a  satisfactory  manner. 
Additional  problems  include  the  need  for  a  written 
funds  management  policy,  documentation  of  the  quar¬ 
terly  review  of  the  allowance  for  possible  loan  losses, 
an  analysis  of  earnings  projections,  a  long  term  finan¬ 
cial  plan,  and  an  adequate  and  defined  audit  pro¬ 
gram.  Deterioration  in  asset  quality  and  other  prob¬ 
lems  arose  from  inadequate  staffing  and  supervision 
coupled  with  a  sluggish  economy.  A  violation  of  12 
CFR  7.3025  was  cited. 

A  Formal  Agreement  required  the  bank  to:  (1 )  evaluate 
the  performance,  competence  and  adequacy  of  the 
current  staff  and  establish  a  plan  to  supplement  the 
staff  and  provide  for  management  succession,  (2) 
adopt  a  program  to  strengthen  the  management  of  its 
lending  operations,  (3)  improve  loan  administration 
and  supervision,  (4)  eliminate  criticized  assets,  (5) 
adopt  guidelines  for  ensuring  that  loans  are  properly 
placed  in  nonaccrual  status,  (6)  adopt  procedures  for 
monitoring  concentrations  of  credit,  (7)  develop  an 
adequate  ratio  of  loan  to  appraised  value  on  condo¬ 
minium  loans,  (8)  not  extend  additional  funds  on  clas¬ 
sified  assets,  (9)  develop  and  implement  a  written 
liquidity  plan  and  a  3-year  financial  plan  designed  to 
maintain  the  bank’s  capital  at  an  adequate  level  and 
sustain  earnings,  (10)  establish  adequate  internal  con¬ 
trols  and  an  internal  audit  program,  and  (1 1)  develop  a 
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plan  for  the  satisfactory  and  effective  operation  of  its 
data  processing  function,  including  a  complete  written 
contract  and  an  adequate  electronic  data  processing 
audit  function. 

89.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  that  classified 
assets  had  increased  significantly,  to  approximately  79 
percent  of  gross  capital  funds.  Past-due  loans  were 
excessive  and  many  lacked  adequate  credit  informa¬ 
tion.  The  bank  experienced  a  sharp  decline  in  earn¬ 
ings  caused  by  large  loan  losses,  increased  cost  of 
funds,  and  high  overhead  expenses.  Management 
had  failed  to  establish  an  asset/liability  management 
policy,  resulting  in  inadequate  funds  management. 
Overhead  expenses  were  excessive.  There  were  recur¬ 
ring  lending  limit  violations  and  credit  information  was 
insufficient. 

A  Formal  Agreement  required  the  bank  to:  (1 )  review  its 
management  structure  and  qualifications,  (2)  formu¬ 
late  a  plan  for  reorganizing,  (3)  assign  specific  duties 
and  responsibilities  to  each  management  position,  (4) 
obtain  and  maintain  current  and  satisfactory  credit 
information,  and  (5)  take  immediate  action  to  correct 
all  violations  of  law,  rule  or  regulation,  particularly  in  the 
areas  of  lending,  insider  transactions,  and  other  real 
estate  owned.  The  Agreement  required  the  board  to: 
(1)  review  its  duties  and  responsibilities  and  evaluate 
whether  it  was  meeting  them,  (2)  review  the  bank's 
lending  function,  loan  policy,  and  procedures  for 
monitoring  compliance  with  the  loan  policy,  (3)  adopt 
and  implement  a  written  program  to  collect  and 
strengthen  all  criticized  assets  in  excess  of  $10,000, 
(4)  review  and  revise  its  written  guidelines  for  manage¬ 
ment  of  assets  and  liabilities,  (5)  implement  a  written, 
detailed  profit  plan  designed  to  improve  and  sustain 
the  earnings  of  the  bank,  and  (6)  prepare  a  budget 
plan  with  which  to  judge  the  bank’s  operating  perfor¬ 
mance. 

90.  Bank  with  assets  of  $25  to  $50  million 

Ineffective  loan  portfolio  management,  resulting  from 
rapid  portfolio  expansion  and  an  overburdened  bank 
president,  resulted  in  an  inordinate  volume  of  criticized 
assets,  delinquent  loans,  and  loans  not  supported  by 
satisfactory  credit  information.  Additionally,  the  allow¬ 
ance  for  possible  loan  losses  was  determined  to  be 
inadequate  and  required  a  special  provision.  Numer¬ 
ous  violations  of  law  were  noted  with  respect  to  the 
lending  function,  including  violations  of  12  USC  84. 
These  factors  contributed  to  marginally  adequate  cap¬ 
italization.  Management  is  considered  fair,  earnings 
satisfactory,  and  liquidity  good. 

A  Formal  Agreement  required  the  bank  to  employ  a 
senior  lending  officer  The  loan  policy  and  written  pol¬ 


icies  on  collection  and  credit  information  were  to  be 
updated  and  revised.  The  allowance  for  possible  loan 
losses  was  to  be  increased.  Violations  of  law,  including 
12  USC  84,  were  to  be  corrected,  with  reports  to  the 
regional  administrator  upon  correction. 

91.  Bank  with  assets  of  $100  to  $250  million 

The  bank  engaged  in  questionable  insider  dealing 
and  had  compensation  arrangements  with  certain  of¬ 
ficers  and  directors.  Those  arrangements  were  not 
adequately  documented  and  justified.  The  bank 
lacked  internal  audit  and  funds  management  policies. 
The  bank’s  lending  was  unduly  concentrated  in  the 
energy  field.  The  bank’s  loans  lacked  current  credit 
information  and  documentation.  The  bank  was  operat¬ 
ing  without  adequate  investment  policies  and  without 
a  capital  plan. 

A  Memorandum  of  Understanding  required  the  ap¬ 
pointment  of  a  compliance  committee,  correction  of  all 
violations  of  law,  and  action  to  prevent  their  recurrence. 
The  Memorandum  also  required  evaluation  of  the 
bank's  management  structure  and  compensation 
schedule  and  that  all  compensation  be  reasonable, 
justified,  and  supported  by  adequate  documentation. 
The  Memorandum  prohibited  the  bank  from  engaging 
in  abusive  insider  lending  and  required  the  adoption  of 
a  written  code  of  ethics  as  well  as  improvements  in  the 
bank's  lending  policy.  The  bank  was  required  to  obtain 
and  maintain  current  and  satisfactory  credit  informa¬ 
tion  and  to  adopt  written  liquidity/asset/liability  man¬ 
agement  and  investment  policies,  along  with  written 
policies  and  procedures  to  regulate  the  bank’s  re¬ 
purchase  agreement  activities.  The  Memorandum  re¬ 
quired  the  bank  to  adopt  a  capital  plan  and  to  correct 
its  internal  control  deficiencies. 

92.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  the  bank’s  condition  had 
deteriorated.  The  bank  had  experienced  a  decline  in 
asset  quality,  increased  loan  losses,  depressed  earn¬ 
ings  and  ineffective  supervision  by  the  board  and 
management.  Classified  assets  had  increased  from  51 
to  96  percent  of  gross  capital  funds  since  the  previous 
examination.  The  deterioration  in  asset  quality  is  at¬ 
tributable  to  poor  loan  administration,  liberal  lending, 
inadequate  collection  procedures  and  depressed  ag¬ 
ricultural  prices.  Several  violations  of  law  were  cited. 
Earnings  will  be  hurt  by  hefty  loan  losses,  a  declining 
net  interest  margin  and  an  increase  in  overhead  ex¬ 
penses. 

A  Memorandum  of  Understanding  required  the  board 
of  directors  to:  (1)  develop  and  implement  a  written 
program  designed  to  remove  each  classified  asset 
from  that  status,  (2)  adopt  a  comprehensive  written 
loan  policy,  (3)  establish  an  effective  problem  loan 
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identification  system,  (4)  implement  an  acceptable 
system  to  ensure  that  adequate  credit  information  is 
obtained  and  analyzed  for  all  borrowers,  (5)  increase 
the  allowance  for  possible  loan  losses  to  at  least  1 
percent  of  total  loans  and  evaluate  the  adequacy  of 
the  allowance  quarterly,  (6)  correct  all  violations  of  law 
and  establish  procedures  to  ensure  that  future  vio¬ 
lations  do  not  occur,  (7)  analyze  management  person¬ 
nel  needs,  and  (8)  develop  an  adequate  funds  man¬ 
agement  policy. 

93.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  the  bank's  overall  condition  to 
be  unsatisfactory.  Classified  assets  had  increased 
from  45  percent  of  gross  capital  funds  at  the  previous 
examination  to  82  percent.  Loan  losses  have  been 
substantial  for  the  past  several  years  and  continue  to 
be  high.  Weak  loan  administration  by  previous  man¬ 
agement  is  cited  as  the  principal  reason  for  the  asset 
problem.  Examples  of  overlending,  inadequate  and 
incomplete  credit  files,  poor  collection  procedures,  re¬ 
liance  on  illiquid  collateral  values  and  borrowers  dic¬ 
tating  credit  terms  are  prevalent.  Earnings  have  been 
weak  due  to  heavy  loan  losses  and  poor  net  interest 
margins.  In  1981,  the  bank  experienced  a  substantial 
operating  loss  after  security  losses.  Violations  of  12 
USC  375a  and  12  CFR  215  were  noted. 

A  Memorandum  of  Understanding  required:  (1 )  a  writ¬ 
ten  program  designed  to  remove  each  classified  asset 
from  that  status,  (2)  adequate  procedures  to  ensure 
compliance  with  the  lending  policy,  (3)  a  system  to 
ensure  that  adequate  credit  information  is  obtained 
and  analyzed  for  all  borrowers,  (4)  more  forceful  col¬ 
lection  procedures  to  minimize  overdue  loans,  (5) 
maintenance  of  an  adequate  allowance  for  possible 
loan  losses,  (6)  realistic  earnings  goals,  operating 
plans  and  detailed  budgets  for  fiscal  1982  and  1983, 
(7)  a  comprehensive  capital  plan  to  ensure  satisfactory 
capitalization,  (8)  approval  by  the  regional  administra¬ 
tor  of  all  dividend  payments,  (9)  acceptable  asset/ 
liability  management  policies  and  procedures,  and 
(10)  a  satisfactory  investment  policy. 

94.  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  substantive  problems  which 
caused  the  bank’s  condition  to  be  unsatisfactory. 
Those  problems  included  excessive  classified  assets, 
significant  loan  losses,  low  earnings,  inadequate 
funds  management  practices,  and  weak  internal  audit 
procedures.  Classified  assets  had  increased  from  59 
percent  of  gross  capital  funds  at  the  previous  exam¬ 
ination  to  77  percent  The  severity  of  the  classified 
assets  had  escalated,  with  doubtful  and  loss  almost 
doubling  between  examinations.  Loans  lacking  cur¬ 
rent  and/or  satisfactory  credit  information  equalled  34 


percent  of  gross  loans.  Lending  problems  were  at¬ 
tributed  to  a  long  history  of  overlending,  over¬ 
emphasizing  collateral  values  and  subjective  charac¬ 
ter  assessments,  nonexistent  repayment  programs, 
and  too  simplistic  credit  analyses.  Low  net  interest 
margins  caused  by  unsatisfactory  funds  management 
and  burdensome  noninterest  expenses,  including 
high  loan  loss  provisions,  were  responsible  for  the 
weak  earnings.  The  examiner  estimated  negative  net 
income  for  1982,  largely  because  of  heavy  loan  loss 
provisions.  Violations  of  12  USC  29  and  12  CFR  7.3025 
were  cited. 

A  Formal  Agreement  required:  (1)  development  and 
implementation  of  a  written  program  designed  to  re¬ 
move  each  classified  asset  from  that  status,  (2)  estab¬ 
lishment  of  an  effective  loan  policy,  (3)  review  and 
amendment  of  the  bank's  internal  loan  review  system 
to  provide  for  more  timely  identification  of  problem 
credits,  (4)  implementation  of  an  acceptable  system  to 
ensure  that  adequate  credit  information  is  obtained 
and  analyzed  for  all  borrowers,  (5)  development  of 
procedures  to  ensure  that  accrued  interest  is  not  cap¬ 
italized  and  that  loans  with  questionable  collectibility 
are  placed  in  nonaccrual  status,  (6)  at  least  quarterly 
reviews  of  the  allowance  for  possible  loan  losses  and 
its  increase  to  an  acceptable  level,  (7)  establishment 
of  acceptable  asset/liability  management  policies  and 
procedures,  and  (8)  development  of  realistic  budgets 
for  fiscal  1982  and  1983. 


95.  Bank  with  assets  of  $50  to  $100  million 

An  examination  of  the  bank’s  trust  department  dis¬ 
closed  numerous  and  recurring  violations  of  laws,  reg¬ 
ulations,  and  the  provisions  of  a  Memorandum  of  Un¬ 
derstanding  as  well  as  substantial  deviations  from 
sound  fiduciary  principles.  Trust  department  manage¬ 
ment  did  not  possess  sufficient  managerial  expertise, 
technical  competence,  or  administrative  ability  to 
properly  handle  the  activity  generated  by  the  depart¬ 
ment.  In  particular,  the  bank  failed  to:  (1)  adopt  and 
implement  adequate  policies  and  procedures  ad¬ 
dressing  the  trust  department's  major  functional  areas; 
(2)  maintain  accurate,  timely  and  organized  trust  ac¬ 
counting  controls;  (3)  institute  adequate  and  effective 
operating  controls  and  effective  trust  audit  coverage 
and  supervision;  and  (4)  administer  its  fiduciary  ac¬ 
counts  with  due  regard  for  the  interests  of  the  grantors, 
beneficiaries,  and  remaindermen.  The  bank  had  also 
violated  a  condition  requiring  the  adoption  and  imple¬ 
mentation  of  an  acceptable  capital  plan  imposed  by 
the  Comptroller  in  connection  with  the  bank's  applica¬ 
tion  to  establish  a  branch  facility. 

A  Notice  of  Charges  was  issued  with  an  Order  to 
Cease  and  Desist  which  required:  (1)  a  study  of  the 
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advisability  of  continued  trust  department  operation, 
(2)  correction  of  each  deficiency  and  violation  of  law  or 
regulation  cited  in  the  examination,  (3)  the  bank  to 
neither  solicit  nor  accept  any  new  trust  accounts  or 
fiduciary  appointments  without  prior  written  approval 
from  the  regional  administrator,  (4)  adoption  and  im¬ 
plementation  of  policies  and  procedures  to  comply 
with  the  "Minimum  Standards  of  Trust  Department  Au¬ 
dit"  established  by  the  Comptroller,  (5)  adoption  and 
implementation  of  policies  and  procedures  to  ensure 
sound  administration  of  all  fiduciary  accounts  and 
compliance  with  all  applicable  laws  and  regulations, 
and  (6)  adoption  and  implementation  of  a  written  plan 
designed  to  achieve  profitability  of  the  trust  depart¬ 
ment.  The  Order  also  required  the  adoption  and  imple¬ 
mentation  of  a  capital  plan  and  a  written  program  to 
improve  collection  of  delinquent  loans. 

96.  Bank  with  assets  of  less  than  $25  million 

Inadequate  credit  administration  coupled  with  a  lack 
of  effective  direction  from  the  board  of  directors  had 
resulted  in  seriously  declining  asset  quality.  Loan 
losses  were  extraordinarily  high,  completely  eliminat¬ 
ing  the  bank’s  allowance  for  possible  loan  losses.  Loan 
losses  and  poor  net  interest  margins  had  seriously 
affected  the  bank’s  earnings.  Management  was  lack¬ 
ing  in  overall  administration,  credit  administration  and 
funds  management.  Board  supervision  was  hampered 
by  a  lack  of  reporting  or  inadequate  reporting. 

A  Formal  Agreement  required  correction  of  all  vio¬ 
lations  of  law  and  regulations,  including  consumer  vio¬ 
lations,  and  institution  of  procedures  to  ensure  that 
similar  violations  did  not  occur  in  the  future.  The  board 
was  to  perform  a  written  study  of  current  management 
and,  based  upon  the  study,  make  appropriate 
changes.  The  board  was  also  to  provide  the  bank  with 
a  qualified  senior  lending  officer,  to  amend  loan  pol¬ 
icies  and  procedures,  and  to  adopt  a  program  to  elimi¬ 
nate  the  grounds  of  criticism  of  each  criticized  asset. 
The  bank  was  to  obtain  and  maintain  satisfactory 
credit  information  and  collateral  documentation,  adopt 
a  program  to  improve  collection  efforts,  and  review  the 
bank’s  allowance  for  possible  loan  losses  quarterly.  A 
written  profit  plan  was  to  be  prepared  and  imple¬ 
mented  and  the  bank  was  required  to  make  restitution 
for  violations  of  the  Truth-in-Lending  Act. 

97.  Bank  with  assets  of  $25  to  $50  million 

A  specialized  examination  and  other  investigations 
pursuant  to  an  Order  of  Investigation  issued  by  the 
Comptroller  revealed  that  an  individual  acting  as  an 
executive  officer  and  chairman  of  the  board  had  se¬ 
riously  abused  the  bank  for  personal  gain  In  addition, 
the  individual  had  participated  in  a  substantial  vio¬ 
lation  of  an  Order  to  Cease  and  Desist  consented  to 


by  the  bank.  Finally,  it  was  discovered  that  as  a  result  of 
the  individual's  ownership  and  control,  the  bank  had 
been  unable  to  attract  and  maintain  qualified  and  ca¬ 
pable  management  or  a  qualified,  capable  and  fully 
constituted  board  of  directors.  That  inability  caused  a 
perilous  deterioration  in  the  bank’s  condition. 

A  Notice  of  Intention  to  Remove  from  Office  and  a 
Notice  of  Suspension  from  Office  were  issued  and 
served  upon  the  individual.  The  Notices  alleged  that 
the  individual  received  the  proceeds  of  more  than 
$600,000  in  credit  extensions  to  other  individuals.  It 
was  further  alleged  that  the  receipt  of  these  proceeds 
violated  12  USC  375a  and  12  CFR  215,  constituted  an 
unsafe  and  unsound  practice,  and  was  a  breach  of  the 
individual’s  fiduciary  duties  as  an  officer  and  director 
of  the  Bank.  In  addition,  the  Notices  alleged  that  the 
bank  had  suffered  or  would  probably  suffer  substantial 
financial  loss  or  other  damage  as  a  result,  that  the 
interests  of  the  bank's  depositors  could  be  seriously 
prejudiced,  that  the  individual  had  received  financial 
gain,  and  that  these  actions  involved  personal  dishon¬ 
esty  and  a  continuing  or  willful  disregard  for  the  safety 
and  soundness  of  the  bank.  It  was  further  alleged  that 
the  individual  had  participated  in  the  violation  of  an 
Order  to  Cease  and  Desist  and  that  his  roles  in  the 
bank  had  caused,  in  large  measure,  significant  deteri¬ 
oration  in  its  condition.  The  suspension,  which  was 
effective  upon  service,  prohibited  the  individual  from 
participating,  in  any  manner,  in  the  affairs  of  any  bank. 
Subsequently,  the  individual  entered  into  a  removal 
agreement  with  the  OCC,  agreeing  to  stay  out  of  bank¬ 
ing  and  removing  the  need  for  a  hearing. 

98.  Bank  with  assets  of  less  than  $25  million 

Undue  influence  by  bank  ownership  was  believed  to 
have  caused  many  of  the  deficiencies  disclosed  by 
the  examination.  The  bank’s  president  had  insufficient 
authority  to  accomplish  his  supervisory  respon¬ 
sibilities,  and  lines  of  authority  in  the  management 
structure  were  confused.  Numerous  violations  of  12 
USC  84  and  375a  and  b  were  uncovered.  Participa¬ 
tions  contributed  to  the  high  level  of  classified  assets, 
which  equalled  141  percent  of  gross  capital  funds 
Supervision  of  the  loan  portfolio  was  inadequate  and 
adherence  to  the  lending  policy  was  weak.  Although 
earnings  had  improved  slightly,  a  violation  of  12  USC 
60  (payment  of  excessive  dividends)  had  prevented 
any  capital  growth  from  retained  earnings 

A  Notice  of  Charges  and  Order  to  Cease  and  Desist 
were  issued  after  ownership  of  the  bank  changed.  The 
Order  required  the  board  to  develop  a  written  job 
description  for  the  bank's  president  and  specified  that 
the  president  should  be  accountable  only  to  the 
board.  The  bank  was  prevented  from  purchasing  par- 
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ticipations  unless  they  met  the  standards  applied  to 
direct  loans  according  to  the  bank's  lending  policy. 
The  bank  was  required  to  retain  independent  special 
counsel  and,  in  the  event  of  any  loss  from  the  violations 
of  12  USC  84  and  375a  and  b,  to  evaluate  that  loss 
and  individual  director’s  liability  and  recommend  ac¬ 
tion  to  recover  those  losses.  The  bank  was  required  to 
obtain  reimbursement  for  losses  resulting  from  vio¬ 
lation  of  12  USC  60  and  to  develop  a  capital  program 
and  a  detailed  budget. 

99.  Bank  with  assets  of  $100  to  $250  million 

Significant  deterioration  in  the  condition  of  the  bank 
had  resulted  from  imprudent  and  inadequate  lending 
policies  and  poor  loan  administration.  The  lending 
area  was  understaffed  and  poorly  supervised.  The 
bank  had  insufficient  guidelines  for  handling  over¬ 
drafts  and  one  overdraft  resulted  in  a  violation  of  12 
USC  84.  The  bank  had  failed  to  obtain  sufficient  credit 
information  on  approximately  21  percent  of  all  loans. 
Classified  assets  equalled  about  120  percent  of  gross 
capital  funds.  Insufficient  or  inaccurate  information 
was  provided  to  consumers  in  the  bank’s  retail  re¬ 
purchase  agreements.  Management  failed  to  monitor 
the  problem  loans,  and  past-due  loans  equalled  15 
percent  of  gross  loans.  Actual  losses  had  depleted  the 
allowance  for  possible  loan  losses,  and  the  resulting 
provision  reduced  capital  to  an  unacceptable  level. 
Violations  of  law  and  inadequate  procedures  were  dis¬ 
closed  in  the  trust  and  consumer  areas  of  the  bank. 

A  Formal  Agreement  required  the  board  to  appoint  a 
compliance  committee  to  monitor  actions  taken  to 
comply  with  the  Agreement.  The  bank  was  required  to 
correct  all  violations  of  law,  including  violations  in  the 
consumer  and  trust  areas,  and  to  institute  measures  to 
prevent  future  violations.  A  program  for  correcting 
each  criticized  asset  was  required  as  well  as  a  pro¬ 
gram  to  improve  the  bank’s  collection  efforts.  The 
Agreement  required  the  board  to  adopt  an  overdraft 
policy  and  to  revise  the  bank's  lending  policy  A  study 
of  the  quality  and  depth  of  management  was  also 
required. 

100.  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  significant  deterioration,  re¬ 
sulting  in  poor  condition.  Problems  included  ineffec¬ 
tive  supervision  by  the  board  and  active  management, 
numerous  and  repeated  violations  of  law,  a  large  vol¬ 
ume  of  criticized  assets,  weak  funds  management, 
and  poor  internal  controls.  Classified  assets  jumped 
from  46  percent  of  gross  capital  funds  at  the  previous 
examination  to  142  percent.  Past-due  loans  are  high  at 
8.5  percent  of  gross  loans,  and  loans  lacking  current 
credit  information  were  excessive,  at  19  percent  of 
total.  Thirteen  violations  of  the  banking  statutes  and 


numerous  violations  of  31  CFR  103  were  noted  Prac¬ 
tically  all  problems  in  the  bank  can  be  attributed  to  a 
former  director  and  dominant  shareholder  Present 
management  has  been  ineffective  in  dealing  with  the 
problems  and  may,  in  fact,  not  be  able  to  overcome  the 
many  and  complex  problems  facing  the  bank  Be¬ 
cause  of  the  frequency  and  recurring  nature  of  the 
violations,  a  civil  money  penalty  referral  is  being  pro¬ 
cessed. 

A  Formal  Agreement  executed  with  the  board  of  direc¬ 
tors  required  the  board  to:  (1)  within  90  days,  hire  a 
new  chief  executive  officer  experienced  in  lending  and 
operations,  (2)  require  the  new  chief  executive  to  re¬ 
view  the  bank’s  staffing  needs  within  90  days  of  his 
employment,  (3)  initiate  actions  to  correct  all  violations 
of  laws,  regulations  and  rulings,  and  adoption  of  pro¬ 
cedures  to  prevent  their  recurrence,  (4)  improve  the 
loan  portfolio,  including  establishment  of  a  written  plan 
for  all  classified  assets,  (5)  review  the  allowance  for 
possible  loan  losses  quarterly,  (6)  improve  earnings 
and  develop  a  written  funds  management  policy,  (7) 
pay  no  dividends  or  management  or  consultant  fees 
without  prior  approval  by  this  Office,  and  (8)  prepare  a 
plan  to  correct  internal  control  exceptions  and  estab¬ 
lish  procedures  to  prevent  their  recurrence. 

101.  Bank  with  assets  of  less  than  $25  million 

The  examination  disclosed  a  serious  deterioration  in 
asset  quality.  Specific  deficiencies  included  inade¬ 
quate  credit  information,  loan  renewals,  lending  on 
collateral  rather  than  repayment  ability,  inadequate  in¬ 
ternal  identification  of  problem  loans,  unrealistic  matu¬ 
rities  on  loans,  lack  of  adherence  to  lending  policy, 
weak  collection  efforts,  and  poor  credit  administration. 
The  board  had  failed  to  provide  a  chief  executive 
officer  for  the  first  4  months  of  1982.  In  addition,  the 
executive  committee  of  the  board  and  the  loan  com¬ 
mittee  did  not  function  on  a  regular  basis.  As  of  the 
examination  date,  a  loan  committee  had  not  been 
appointed  for  1982  and  credit  administration  was 
weak. 

A  Formal  Agreement  required:  (1 )  the  establishment  of 
a  compliance  committee  to  perform  an  analysis  and 
review  of  management,  (2)  a  comprehensive  review  of 
the  bank's  lending  function,  (3)  adoption  and  imple¬ 
mentation  of  a  written  program  for  elimination  of  each 
criticized  asset,  (4)  review  of  the  adequacy  of  the 
allowance  for  possible  loan  losses,  (5)  development, 
adoption  and  implementation  of  written  policy  guide¬ 
lines  for  management  of  assets  and  liabilities,  (6)  im¬ 
plementation  of  a  comprehensive  and  detailed  bud¬ 
get,  including  balance  sheet  and  statement  of 
earnings  for  1983,  and  yearly  thereafter,  (7)  prepara¬ 
tion  of  a  detailed  analysis  of  capital  needs  and  a  3- 
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year  capital  program,  and  (8)  correction  of  all  vio¬ 
lations  of  law,  rule  and  regulation. 

102.  Bank  with  assets  of  $50  to  $100  million 

The  bank  suffered  from  lax  supervision,  a  high  level  of 
classified  assets  (194  percent  of  gross  capital  funds), 
and  a  general  disregard  for  and/or  ignorance  of  na¬ 
tional  banking  statutes.  The  bank’s  problems  were  ex¬ 
acerbated  by  numerous  instances  of  insider  abuse 
and  potential  insider  abuse.  Violations  of  12  USC  84 
and  375a  and  b,  and  12  CFR  215  were  identified. 
Heavy  loan  losses  required  a  substantial  loan  loss 
provision  which  hurt  earnings.  That  was  compounded 
by  poor  funds  management,  which  narrowed  net  inter¬ 
est  margins.  Documentation  exceptions  (43  percent  of 
gross  loans)  and  past-due  loans  far  exceeded  prudent 
banking  standards. 

A  Notice  of  Charges  was  issued  with  an  Order  to 
Cease  and  Desist  requiring  correction  of  the  violations 
of  law  and  implementation  of  procedures  to  prevent 
future  violations.  The  board  was  required  to  implement 
programs  to  eliminate  all  assets  from  criticized  status, 
maintain  an  adequate  allowance  for  possible  loan 
losses  and  improve  documentation  and  collection 
efforts.  The  document  also  required  reimbursement  of 
certain  directors’  expenses  and  limited  directors'  fees. 
Written  policies  were  to  be  amended  to  improve  loan 
portfolio  management,  maintain  the  allowance  for  pos¬ 
sible  loan  losses,  and  improve  liquidity  and  asset/ 
liability  management.  A  capital  plan  was  required  to 
provide  for  maintenance  of  adequate  liquidity. 

103.  Bank  with  assets  of  $250  to  $500  million 

A  specialized  examination  revealed  serious  problems 
in  the  lending  and  funds  management  areas,  so  exam¬ 
ination  procedures  were  expanded  in  those  areas. 
Those  problems  warranted  initiation  of  an  immediate 
administrative  action. 

A  Notice  of  Charges  was  issued  in  conjunction  with  a 
Temporary  Order  to  Cease  and  Desist.  The  Notice 
alleged  numerous  violations  of  the  bank's  lending  limit 
and  of  a  written  Agreement  previously  executed  be¬ 
tween  the  bank  and  the  agency.  The  Notice  further 
alleged  a  variety  of  unsafe  and  unsound  practices, 
particularly  in  the  lending  area,  including  accumula¬ 
tion  of  an  excessive  volume  of  poor  quality  assets, 
inadequate  credit  and  collateral  documentation,  main¬ 
tenance  of  an  inadequate  allowance  for  possible  loan 
losses,  and  improprieties  in  connection  with  the  sale  of 
loan  participations.  The  Temporary  Order  to  Cease 
and  Desist  required  the  immediate  injection  of  equity 
capital  and  immediate  action  to  (1)  correct  collateral 
documentation  deficiencies,  (2)  restrict  lending  to  criti¬ 
cized  borrowers,  (3)  impose  conditions  on  the  sale  of 


loan  participations,  and  (4)  require  study  of  certain 
asset  accounts  by  an  independent  auditor.  The  Order 
called  for  additional  loan  commitments  to  be  condi¬ 
tioned  on  first  arranging  funding  sources. 

104.  Bank  with  assets  of  $50  to  $100  million 

Problems  and  trends  in  an  examination  led  to  action. 
The  board’s  capital  program  was  unrealistic  and  inef¬ 
fective. 

After  the  issuance  of  a  Notice  of  Charges  and  an 
Order  to  Cease  and  Desist,  a  subsequent  examination 
found  an  increase  in  the  bank’s  classified  assets  and  a 
severe  depletion  of  capital. 

An  Amended  Order  to  Cease  and  Desist  required  the 
board  to  develop  a  program  to  maintain  the  bank's 
capital  at  an  adequate  level,  setting  a  date  by  which 
the  bank  was  to  reach  a  primary  capital  to  total  assets 
ratio  of  7  percent.  Thereafter,  the  bank  was  to  maintain 
that  ratio. 

105.  Bank  with  assets  of  more  than  $1  billion 

The  bank  is  part  of  a  holding  company  which  has  a 
consumer  finance  company  with  very  serious  financial 
problems.  The  finance  company  has  had  a  substantial 
increase  in  problem  loans,  some  of  which  are  directly 
backed  by  the  holding  company.  Those  loans  have  a 
high  delinquency  rate  and  large  losses  are  expected. 
Because  the  holding  company,  the  finance  company 
and  the  bank  have  common  ownership  and  manage¬ 
ment,  there  is  the  risk  that  the  first  two  may  cause  the 
bank  to  fund  their  liquidity  and  capital  needs  when  the 
loan  losses  are  realized. 

A  Formal  Agreement,  enforceable  as  an  order,  was 
undertaken  to  insulate  the  bank  from  being  improperly 
used  to  fund  the  potential  liquidity  and  capital  needs 
of  the  holding  company  and  the  finance  company.  At 
the  same  time,  the  Federal  Reserve  Board  took  similar 
action  against  the  holding  company.  The  Agreement 
prohibited  the  bank  from  paying  dividends  or  extend¬ 
ing  credit  to  any  of  its  affiliates  without  the  prior  ap¬ 
proval  of  the  regional  administrator  and  required  a 
review  of  the  bank’s  capital  and  management. 

106.  Bank  with  assets  of  less  than  $25  million 

A  specialized  examination  of  the  bank  disclosed  an 
increase  in  classified  assets,  lax  loan  administration, 
an  allowance  for  possible  loan  losses  that  was  only 
marginally  adequate,  deteriorated  earnings,  and  re¬ 
peat  consumer  violations.  Additional  problems  in¬ 
cluded  many  overdue  loans,  excessive  credit  and  col¬ 
lateral  exceptions,  and  unsatisfactory  supervision  and 
administration  by  management  and  the  directorate. 
Deterioration  in  asset  quality  was  attributed  to  inade- 
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quate  loan  supervision  and  weak  collection  efforts 
combined  with  a  faltering  economy.  Violations  of  12 
USC  84;  12  CFR  21  5(a),  27.3  and  226  8(b)(2);  24  CFR 
3500.7  and  3500.8;  and  1 5  USC  1 681  M(a)  were  identi¬ 
fied. 

A  Memorandum  of  Understanding  required  the  bank 
to  increase  capital  to  7.5  percent  of  total  assets  and  to 
maintain  that  minimum.  The  board  was  required  to 
evaluate  the  performance,  competency,  and  ade¬ 
quacy  of  the  current  staff  and  to  adopt  and  implement 
a  plan  to  strengthen  and  augment  the  staff,  specifically 
to  include  a  new  and  capable  cashier.  A  review  and 
expansion  of  the  bank's  written  lending  policy  was 
required.  The  board  was  required  to  develop  and  im¬ 
plement  a  program  to  improve  loan  administration, 
including  specific  measures  to  improve  collection 
efforts  and  procedures  to  prevent  credit  and  collateral 
exceptions  and  ensure  realistic  repayment  provisions 
and  enforcement  thereof.  The  bank  was  prohibited 
from  making,  renewing,  or  extending  credits  unless  in 
conformity  with  the  bank’s  loan  policy  or  in  compliance 
with  written  provisions  for  exception  to  the  loan  policy. 
Immediate  steps  were  required  to  ensure  that  non¬ 
performing  loans  were  placed  on  nonaccrual  status 
and  the  bank  did  not  renew,  recast,  or  extend  any 
loans  without  first  collecting  interest  due  and  payable. 
The  bank  was  required  to:  develop  and  implement  a 
program  for  collecting,  strengthening,  or  otherwise 
eliminating  criticized  loans;  take  steps  to  obtain  cur¬ 
rent  credit  information;  and  correct  collateral  excep¬ 
tions.  The  Memorandum  of  Understanding  required 
the  bank  to  establish  and  pursue  a  program  for  quar¬ 
terly  review  and  maintenance  of  an  adequate  allow¬ 
ance  for  possible  loan  losses.  Correction  of  all  vio¬ 
lations  of  law,  including  those  in  the  consumer 
compliance  report,  was  required.  Finally,  the  board 
was  required  to  submit  monthly  reports  to  the  regional 
administrator  detailing  actions  taken  to  correct  defi¬ 
ciencies  cited  in  the  examination  report. 

107.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  deterioration  in  asset  quality, 
poor  liquidity,  ineffective  supervision,  and  violations  of 
law  and  regulation.  Additional  problems  included  high 
levels  of  overdue  and  nonaccrual  assets,  loan  docu¬ 
mentation  problems,  inadequate  staffing,  and  an  inad¬ 
equate  allowance  for  possible  loan  losses.  Although 
the  closing  of  a  significant  local  industry  is  partially  to 
blame,  bank  management  has  been  lax  in  supervi¬ 
sion,  the  president  failed  to  delegate  responsibility  to 
other  officers,  and  adopted  lending  policies  were  not 
followed.  Violations  of  12  USC  84,  37 1  d,  and  375b;  12 
CFR  7.3025(g)(1);  and  31  CFR  103  were  cited  in  the 
report. 

A  Formal  Agreement  required  the  board  to  evaluate  the 
performance,  competence,  and  adequacy  of  current 


management  and  formulate  a  plan  to  supplement  and 
strengthen  staff.  Further,  the  board  was  to  provide  the 
bank  with  a  new,  experienced,  and  capable  senior 
lending  officer.  A  review  and  expansion  of  the  bank's 
written  lending  policy  was  required  along  with  a  pro¬ 
gram  to  supplement  and  strengthen  the  management 
of  its  lending  function,  ensure  conformity  with  lending 
policies,  strengthen  criticized  assets,  obtain  current 
credit  information,  perfect  collateral,  and  maintain 
credit  files  with  all  necessary  information.  Immediate 
steps  are  to  be  taken  to  ensure  that  nonperforming 
loans  are  placed  on  nonaccrual  status.  The  bank  was 
also  to  review  and  implement  an  effective,  written  inter¬ 
nal  loan  review  program.  The  Agreement  required  the 
bank  to  establish  and  pursue  a  program  for  mainte¬ 
nance  of  an  adequate  allowance  for  possible  loan 
losses.  The  board  was  also  to  review  and  revise  the 
present  funds  management  policy.  Formulation  of  a  3- 
year  financial  plan,  designed  to  maintain  the  bank's 
capital  at  an  adequate  level,  was  required.  Further,  a 
plan  was  required  to  sustain  the  bank’s  earnings. 

108.  Bank  with  assets  of  $50  to  $100  million 

The  president  of  the  bank  and  a  loan  officer  were 
charged  by  a  Federal  grand  jury  with  the  commission 
of  crimes  involving  dishonesty  and  breach  of  trust, 
punishable  by  imprisonment  for  a  period  exceeding  1 
year.  The  crimes  alleged  included  violations  of  18  USC 
371,  1005  and  1341. 

A  Notice  of  Suspension  was  issued  by  the  Comptroller, 
pursuant  to  12  USC  1818(g),  against  those  individuals 
based  on  his  determination  that  their  continued  serv¬ 
ice  as  bank  officials  could  pose  a  threat  to  the  interests 
of  the  bank’s  depositors  or  impair  public  confidence  in 
the  bank.  The  bank  filed  suit  in  Federal  District  Court 
seeking  to  enjoin  enforcement  of  the  suspension  or¬ 
ders  which  was  dismissed  for  lack  of  subject  matter 
jurisdiction.  The  bank  has  appealed  that  decision  to 
the  United  States  Court  of  Appeals. 

109.  Bank  with  assets  of  $250  to  $500  million 

An  examination  of  the  bank  disclosed  problems  of 
such  severity  and  magnitude  as  to  pose  an  immediate 
threat  to  the  bank’s  continuing  ability  to  operate  An 
extraordinary  volume  of  problem  loans  had  virtually 
wiped  out  the  bank's  capital  The  bank’s  critically  defi¬ 
cient  condition  had  resulted  from  a  combination  of 
poor  loan  administration,  a  volatile  deposit  base,  poor 
internal  loan  review,  lack  of  supervision  over  loan  of¬ 
ficers,  nonexistent  internal  audit,  and  weak  manage¬ 
ment.  The  examination  also  disclosed  numerous  vio¬ 
lations  of  the  bank’s  legal  lending  limit 

A  Notice  of  Charges  and  Temporary  Order  to  Cease 
and  Desist  were  issued  against  the  bank  in  an  effort  to 
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stabilize  the  bank  and  remedy  its  most  severe  defi¬ 
ciencies.  The  Temporary  Order  required  the  board  to 
take  all  actions  necessary  to  provide  the  bank  with 
new  equity  capital,  in  an  amount  specified  by  the 
Comptroller,  within  5  days.  The  Order  further  required 
the  board  to  take  all  actions  necessary  to  cause  the 
immediate  correction  of  each  existing  violation  of  12 
USC  84  and  the  bank  was  enjoined  from  future  vio¬ 
lations  of  this  statute. 

110.  Bank  with  assets  of  $100  to  $250  million 

The  bank  is  located  in  a  depressed  area  and  had 
experienced  poor  earnings  and  high  criticized  assets 
and  past-due  and  nonaccrual  loans.  The  bank  also 
had  inadequate  management  and  a  large  amount  of 
other  real  estate  owned. 

A  Formal  Agreement  required  the  bank  to:  (1)  correct 
the  violations  of  12  USC  29,  (2)  formulate  procedures 
for  handling  other  real  estate  owned,  (3)  review  man¬ 
agement.  (4)  hire  a  loan  work-out  specialist,  (5)  amend 
its  loan  policy,  and  (6)  review  its  allowance  for  possible 
loan  losses,  capital  needs,  and  earnings  program. 

111.  Bank  with  assets  of  less  than  $25  million 

The  bank's  loan  portfolio  had  deteriorated  because  of 
inadequate  credit  supervision  and  collection  pro¬ 
cedures  on  the  part  of  the  board  of  directors  and 
management.  Classified  assets  were  excessive  and 
because  of  heavy  loan  losses  the  allowance  for  possi¬ 
ble  loan  losses  was  considered  inadequate.  A  net  loss 
from  operations  is  projected  for  1982,  largely  because 
of  the  provisions  necessary  to  restore  the  allowance  for 
possible  loan  losses.  Capital  is  still  considered  ade¬ 
quate,  however.  Lack  of  adherence  to  policies  and 
procedures  resulted  in  numerous  credit  and  collateral 
exceptions  and  several  violations  of  law. 

A  Formal  Agreement  required  the  bank  to:  (1)  correct 
all  violations  of  law,  (2)  develop  a  program  to  eliminate 
criticized  assets,  (3)  adopt  a  written  program  to  im¬ 
prove  collection  efforts  and  reduce  delinquent  loans, 
(4)  take  necessary  steps  to  obtain  and  maintain  satis¬ 
factory  credit  information  and  collateral  documenta¬ 
tion,  (5)  review  and  maintain  an  adequate  allowance 
for  possible  loan  losses,  (6)  develop  written  pro¬ 
cedures  to  ensure  compliance  with  its  written  lending 
policies,  and  (7)  evaluate  the  competency  and  suffi¬ 
ciency  of  its  officer  staff. 

1 12.  Bank  with  assets  of  $100  to  $250  million 

The  bank's  condition  had  deteriorated  significantly  as 
a  result  of  lax  supervision  by  the  board  of  directors  and 
management  Classified  assets  were  excessive,  at  just 
under  200  percent  of  gross  capital  funds.  Assets  clas¬ 
sified  as  loss  amounted  to  31  percent  of  gross  capital 


funds.  Past  due  loans  stood  at  16  percent  of  gross 
loans,  compared  to  6  percent  at  the  prior  examination. 
Loans  not  supported  by  adequate  credit  information 
were  extraordinarily  excessive  at  39  percent  of  gross 
loans.  Collateral  exceptions  stood  at  15  percent  of 
gross  loans.  The  inordinate  volume  of  loans  charged 
off  during  the  examination  depleted  the  bank's  allow¬ 
ance  for  possible  loan  losses.  Violations  of  laws  and 
regulations  were  cited  including  four  violations  of  12 
USC  84. 

A  Notice  of  Charges  was  issued,  along  with  an  Order 
to  Cease  and  Desist.  The  Order  to  Cease  and  Desist 
required:  (1)  appointment  of  a  compliance  committee 
to  monitor  and  ensure  adherence  to  the  provisions  of 
the  Order,  (2)  immediate  correction  of  all  violations  of 
law  and  regulation  and  adoption  of  procedures  to  pre¬ 
vent  their  recurrence,  (3)  appointment  of  a  special 
counsel  to  investigate  the  circumstances  surrounding 
the  four  violations  of  1 2  USC  84,  (4)  improvement  of  the 
quality  and  depth  of  management  and  board  supervi¬ 
sion  of  the  bank's  affairs,  (5)  a  written  program  de¬ 
signed  to  improve  the  quality  of  criticized  assets,  (6) 
prohibition  of  additional  advances  to  criticized  bor¬ 
rowers,  except  under  certain  delineated  circum¬ 
stances,  (7)  the  acquisition  and  maintenance  of  cur¬ 
rent,  satisfactory  credit  information  on  all  loans,  (8)  a 
program  to  provide  for,  and  improve,  collection  efforts, 
(9)  an  experienced  loan  review  staff  independent  of 
the  lending  staff,  (10)  quarterly  reviews  of  the  allow¬ 
ance  for  possible  loan  losses  and  maintenance  of  the 
allowance  at  an  adequate  level,  (11)  revision  of  the 
lending  policy,  (12)  a  written  liquidity,  asset  and  liability 
management  policy,  (13)  revision  of  the  bank's  invest¬ 
ment  policy,  (14)  adoption  of  a  budget  detailing  all 
proposed  balance  sheet,  income,  and  expense  items, 
(15)  revision  of  the  capital  program,  and  (16)  prohibi¬ 
tion  of  payment  of  any  dividend  without  the  prior  writ¬ 
ten  approval  of  the  regional  administrator. 

1 13.  Bank  with  assets  of  less  than  $25  million 

The  bank's  problems  were  centered  in  the  loan  port¬ 
folio.  Classified  assets  had  increased  from  35  percent 
of  gross  capital  funds  at  the  last  examination  to  85 
percent.  Other  assets  especially  mentioned  increased 
from  2  to  22  percent  of  gross  capital  funds  over  the 
same  period.  Other  symptoms  of  weak  supervision 
and  management  of  the  loan  portfolio  were  excessive 
past-due  loans,  documentation  exceptions,  liberal  re¬ 
payment  programs,  and  violations  of  the  bank's  lend¬ 
ing  limits  (12  USC  84  and  375b).  During  the  examina¬ 
tion  the  bank’s  earnings  were  reduced  by  accrual  to 
the  allowance  for  possible  loan  losses,  although  the 
bank’s  capital  remained  adequate.  The  consumer  re¬ 
port  of  examination  revealed  numerous  instances  of 
noncompliance  with  consumer  statutes. 
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A  Formal  Agreement  required  correction  of  the  vio¬ 
lations  of  law  and  adoption  of  procedures  to  prevent 
future  violations.  The  bank  was  required  to  formulate 
and  implement  written  programs  to:  (1)  eliminate  the 
grounds  of  criticism  of  each  criticized  asset,  (2)  im¬ 
prove  collection  efforts  and  reduce  level  of  delinquent 
loans,  and  (3)  establish  and  maintain  an  adequate 
allowance  for  possible  loan  losses.  The  Agreement 
further  required  review  and  revision  of  the  loan  policy 
and  adoption  of  a  liquidity,  asset  and  liability  manage¬ 
ment  policy.  It  also  required  the  establishment  of  a 
consumer  compliance  program. 

114.  Bank  with  assets  of  $25  to  $50  million 

The  condition  of  the  loan  portfolio  had  deteriorated 
due  to  a  lack  of  effective  collection  efforts,  a  liberal 
renewal  policy,  ineffective  program  loan  identification 
system,  and  a  failure  to  recognize  losses  in  a  timely 
manner.  The  allowance  for  possible  loan  losses  was 
inadequate  and  there  were  no  formal,  documented 
reviews  of  it.  The  board/management  structure  was 
ineffective  and  slow  to  react  to  problem  situations. 
Earnings  had  been  negatively  affected  by  a  rate  sen¬ 
sitivity  imbalance  and  large  provisions  for  loan  losses. 
Capital  was  considered  marginal  because  of  the  dete¬ 
riorated  asset  structure  and  declining  earnings.  Sev¬ 
eral  violations  of  law  were  cited,  including  two  vio¬ 
lations  of  12  USC  84.  There  were  several  deficiencies 
in  the  electronic  data  processing  area. 

A  Formal  Agreement  prohibited  the  bank  from  extend¬ 
ing  credit  in  violation  of  12  USC  84  and  required  imme¬ 
diate  action  to  correct  existing  violations.  The  board 
was  required  to  revise  the  loan  policy,  develop  pro¬ 
cedures  to  identify  problem  loans  and  review  the  allow¬ 
ance  for  possible  loan  losses  at  least  quarterly,  in¬ 
crease  collection  efforts,  reduce  the  level  of  delinquent 
loans,  and  develop  a  written  funds  management  pol¬ 
icy  and  a  capital  plan.  Dividends  were  restricted.  A 
review  and  analysis  by  the  board  of  the  ineffectiveness 
of  its  supervision  and  the  management  needs  of  the 
bank  was  required.  The  board  was  to  evaluate  whether 
it  is  in  the  best  interest  of  the  bank  to  continue  in-house 
electronic  data  processing  servicing  or  convert  to  an 
outside  service  and  develop  an  acceptable  internal 
audit  program. 

115.  Bank  with  assets  of  $25  to  $50  million 

The  asset  quality  of  the  bank  continued  to  decline 
under  the  liberal  lending  philosophies  of  the  president 
and  chairman  of  the  board.  Classified  assets  equalled 
96  percent  of  gross  capital  funds.  The  allowance  for 
possible  loan  losses  was  inadequate,  loans  not  sup¬ 
ported  by  current  and  satisfactory  credit  and  collateral 
documentation  were  excessive,  and  overdue  loans 
were  high.  Violations  of  12  USC  84  were  again  cited 
and  a  trust  violation  remained  uncorrected. 


A  Formal  Agreement  required  correction  of  the  vio¬ 
lations  and  required  procedures  be  adopted  to  prevent 
future  violations.  It  required  the  bank  to  name  a  new 
qualified  loan  administration  officer.  The  bank  was  re¬ 
quired  to  formulate  and  imiplement  written  programs 
to:  (1)  eliminate  the  grounds  of  criticism  of  each  criti¬ 
cized  asset,  (2)  establish  and  maintain  an  adequate 
allowance  for  possible  loan  losses,  and  (3)  improve 
collection  efforts  and  reduce  level  of  delinquent  loans. 
The  Agreement  further  provided  that  the  lending  policy 
be  revised  and  a  liquidity,  asset  and  liability  manage¬ 
ment  policy  be  adopted.  The  board  was  required  to 
document  losses  on  a  previous  violation  of  12  USC  84 
and  propose  a  plan  for  reimbursing  the  bank.  Correc¬ 
tion  of  the  remaining  trust  law  violation  was  to  be  imple¬ 
mented. 

116.  Bank  with  assets  of  $100  to  $250  million 

The  bank's  principal  problem  areas  were  asset  quality, 
declining  earnings  and  management  quality  and 
depth.  Asset  problems  centered  in  the  loan  portfolio 
and  were  attributable  to  liberal  lending  practices,  in¬ 
adequate  management  supervision  and  economic 
conditions.  The  allowance  for  possible  loan  losses  was 
inadequate. 

A  Formal  Agreement  required  establishment  of  a  com¬ 
pliance  committee  to  ensure  adherence  to  the  provi¬ 
sions  of  the  Agreement.  It  further  required  the  bank  to: 
(1)  correct  all  violations  of  law,  rule  or  regulation,  (2) 
perform  a  study  of  the  adequacy  and  structure  of 
current  management,  (3)  implement  a  program  to 
eliminate  the  basis  for  criticism  of  all  criticized  assets, 
(4)  prohibit  further  extensions  to  criticized  borrowers 
unless  approved  by  the  board  and  in  the  best  interest 
of  the  bank,  (5)  review  and  revise  its  loan  policy  to 
ensure  prudent  practices  were  followed,  (6)  obtain  and 
maintain  current  and  satisfactory  credit  information 
and  collateral  documentation,  (7)  correct  deficiencies 
in  its  internal  loan  review  function,  (8)  ensure  the  allow¬ 
ance  for  possible  loan  losses  was  maintained  at  an 
adequate  level,  and  document  the  factors  used  to 
determine  its  adequacy,  (9)  ensure  that  adequate  in¬ 
ternal  audit  and  internal  control  functions  are  imple¬ 
mented,  and  (10)  correct  all  matters  subject  to  criti¬ 
cism  in  its  electronic  data  processing  and  trust 
examination  report. 

1 17.  Bank  with  assets  of  $25  to  $50  million 

Poor  lending  practices  and  the  effects  of  a  weak  econ¬ 
omy  led  to  excessive  criticized  assets.  Delinquencies 
were  high  and  credit  exceptions  were  numerous.  The 
consumer  loan  area  accounted  for  a  disproportionate 
share  of  the  bank’s  loan  losses  for  the  second  exam¬ 
ination  in  a  row,  and  the  head  of  that  department  was 
fired  Earnings  were  adversely  affected  by  unabated 
loan  losses  and  a  low-yielding  asset  structure  The 
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electronic  data  processing  area  had  several  deficien¬ 
cies  including  lack  of  an  acceptable  external  audit  and 
lack  of  a  contingency  disaster  plan.  There  were  several 
violations  of  law  including  the  advancement  of  addi¬ 
tional  funds  on  a  previously  cited  12  USC  84  violation 
and  violations  of  the  Fair  Credit  Reporting  Act.  A  civil 
money  penalty  referral  was  made  for  the  advancement 
of  additional  funds  on  the  previously  cited  excess. 

A  Formal  Agreement  prohibited  the  bank  from  extend¬ 
ing  credit  in  violation  of  12  USC  84  and  required  imme¬ 
diate  action  to  correct  existing  violations.  The  bank 
was  also  to  take  specific  corrective  action  for  each 
applicant  against  whom  the  bank  had  taken  adverse 
action  since  September  30,  1981 ,  without  providing  an 
adequate  notice  of  adverse  action.  Correction  of  all 
other  violations  cited  and  establishment  of  procedures 
to  prevent  their  recurrence  was  also  required,  as  was  a 
plan  to  reduce/strengthen  criticized  assets  and  not  to 
extend  further  credit  to  any  criticized  borrowed  without 
approval  of  a  majority  of  the  board  and  when  in  the 
best  interest  of  the  bank.  The  board  was  required  to 
ensure  compliance  with  the  loan  policy  relating  to  con¬ 
sumer  charge-offs,  control  the  level  of  delinquencies, 
and  correct  credit  exceptions.  Payment  of  dividends 
was  restricted.  The  board  was  required  to  determine  if 
it  is  in  the  best  interest  of  the  bank  to  continue  in-house 
data  processing  and  if  it  is  continued,  they  must  pro¬ 
vide  an  acceptable  external  audit  and  an  effective 
written  emergency  plan. 

118.  Bank  with  assets  of  less  than  $25  million 

The  examination  revealed  a  deterioration  in  asset  qual¬ 
ity,  violations  of  law,  staffing  deficiencies,  ineffective 
supervision  of  the  loan  portfolio,  inadequate  internal 
controls,  and  lack  of  a  consumer  compliance  officer 
and  program.  Additional  problems  included  the  lack  of 
coherent  policies,  poor  management  reporting  sys¬ 
tems  and  a  general  lack  of  planning.  Deterioration  in 
asset  quality  is  attributed  to  inadequate  loan  supervi¬ 
sion,  combined  with  a  faltering  economy  based  on 
energy  exploration  and  development  and  farming.  Vio¬ 
lations  of  12  USC  84,  161  and  375(a);  and  12  CFR  18, 
226  8(b)(3),  and  25.6  were  cited. 

A  Formal  Agreement  required  the  bank  to  correct  all 
violations  of  law.  The  board  was  required  to  evaluate 
the  performance,  competence  and  adequacy  of  the 
current  staff  and  formulate  and  adopt  a  plan  to  supple¬ 
ment  and  strengthen  staff  The  bank’s  written  lending 
policy  was  to  be  reviewed  and  expanded.  The  bank 
was  required  to  adopt  a  program  to  supplement  and 
strengthen  management  of  its  lending  operation  and 
to  ensure  perfection  of  collateral,  obtain  and  analyze 
credit  information;  specify  procedures  for  collecting, 
strengthening  or  eliminating  criticized  loans;  adopt 
guidelines  for  renewals  and  extensions;  monitor  carry¬ 


over  production  loans;  and  establish  an  effective  inter¬ 
nal  loan  review  program.  The  bank  was  prohibited  from 
extending  additional  advances  on  classified  assets 
unless  in  the  bank's  best  interest  and  with  approval  of  a 
majority  of  the  board.  The  Agreement  required  the 
bank  to  establish  and  pursue  a  program  for  the  main¬ 
tenance  of  an  adequate  allowance  for  possible  loan 
losses;  establish  written  liquidity,  asset/liability  man¬ 
agement,  and  investment  policies;  formulate  a  3-year 
financial  plan;  and  implement  a  consumer  compliance 
program  including  the  appointment  of  a  consumer 
compliance  officer. 

119.  Bank  with  assets  of  $100  to  $250  million 

Ineffective  management,  high  classified  assets  (equal 
to  70  percent  of  gross  capital  funds  with  an  additional 
12  percent  listed  as  other  assets  especially  men¬ 
tioned),  and  poor  lending  practices  were  the  major 
problems  confronting  the  institution.  Economic  adver¬ 
sities  in  the  petroleum  and  marine-related  industries 
had  left  local  businesses  unable  to  service  debts. 
Loans  not  supported  by  current  credit  information  rep¬ 
resented  14  percent  of  total  loans.  Loan  review  was 
ineffective,  and  had  not  recognized  most  of  the  bank's 
problem  assets.  Lending  and  funds  management  pol¬ 
icies  were  in  need  of  revision.  The  bank  has  engaged 
in  unsafe  and  unsound  practices,  allowing  customers 
to  draw  significant  amounts  against  uncollected 
funds.  Additionally,  violations  of  12  USC  375  regarding 
insider  transactions  were  present. 

A  Formal  Agreement  required  the  bank  to:  (1)  appoint 
a  compliance  committee,  (2)  correct  violations  of  law, 
(3)  perform  a  management  study,  (4)  develop  a  con¬ 
flict  of  interest  policy,  (5)  implement  a  written  program 
to  remove  criticized  assets  and  cease  making  loans  to 
borrowers  whose  credits  are  criticized,  (6)  review  and 
revise  lending  policies,  (7)  obtain  and  maintain  current 
and  complete  credit  information  and  collateral  docu¬ 
mentation,  (8)  establish  an  internal  loan  review  system, 
(9)  implement  guidelines  on  withdrawals  against  un¬ 
collected  balances,  and  (10)  establish  an  asset/lia¬ 
bility  management  program. 

120.  Bank  with  assets  of  $50  to  $100  million 

A  significant  increase  in  loan  problems  and  losses  had 
severely  affected  earnings.  Overdue  loans  had 
reached  17  percent  and  classified  assets  stood  at  82 
percent  of  gross  capital  funds.  The  increase  of  criti¬ 
cized  assets  could  be  attributed  to  the  liberal,  and 
possibly  fraudulent,  lending  practices  of  the  bank’s 
former  president.  The  president  had  been  let  go  and 
the  bank  had  taken  many  actions  to  strengthen  the 
weak  credits.  Large  international  credits  with  more 
than  normal  risk  existed  within  the  bank.  The  bank  had 
a  strong  capital  base. 
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A  Formal  Agreement  required  the  bank  to:  (1 )  appoint 
a  compliance  committee,  (2)  correct  violations  of  law, 
(3)  take  action  on  criticized  assets,  (4)  improve  collec¬ 
tion  efforts,  (5)  obtain  and  maintain  complete  credit 
information  and  collateral  documentation,  (6)  establish 
an  internal  loan  review  system  and  problem  loan  list, 
(7)  maintain  an  adequate  allowance  for  possible  loan 
losses  and  review  it  regularly,  (8)  establish  a  compre¬ 
hensive  earnings  program,  (9)  monitor  liquidity  weekly, 
and  (10)  conduct  a  management  and  staffing  analy¬ 
sis. 

121.  Bank  with  assets  of  less  than  $25  million 

Supervision  and  administration  of  the  loan  portfolio 
continues  to  be  the  primary  area  of  concern.  In  order 
to  encourage  loan  growth,  management  pursued  a 
course  of  liberal  lending  which  included  a  reluctance 
to  establish  repayment  programs  and  frequent  grant¬ 
ing  of  unsecured  loans.  Classified  assets  increased  to 
100  percent  of  gross  capital  funds.  Loan  losses  ne¬ 
cessitated  a  provision  to  the  allowance  for  possible 
loan  losses  which  negated  earnings  for  the  first  half  of 
the  year.  Capital  is  considered  adequate,  at  10  per¬ 
cent  of  total  assets,  but  continued  loan  losses  ob¬ 
viously  will  have  a  negative  effect. 

A  Formal  Agreement  required  the  bank  to:  (1 )  evaluate 
the  sufficiency  and  competency  of  the  officer  staff,  (2) 
correct  all  violations  of  law,  (3)  take  prompt  action  to 
protect  its  interests  with  respect  to  criticized  assets,  (4) 
extend  no  additional  credit  to  classified  borrowers  un¬ 
less  in  the  best  interest  of  the  bank  and  with  prior 
approval  of  the  board,  (5)  revise  lending  policies  to 
address  those  areas  where  coverage  is  inadequate, 
(6)  obtain  satisfactory  credit  and  collateral  documena- 
tion,  (7)  review  the  adequacy  of  the  allowance  for  pos¬ 
sible  loan  losses,  (8)  adopt  procedures  to  ensure  com¬ 
pliance  with  written  lending  policies,  (9)  adopt  and 
implement  a  written  funds  management  policy,  (10) 
prepare  a  capital  plan,  and  (11)  implement  a  con¬ 
sumer  compliance  program. 

122.  Bank  with  assets  of  less  than  $25  million 

The  bank  suffered  because  inexperienced  board 
members  dominated  management  and  had  failed  to 
properly  exercise  their  responsibilities.  In  addition, 
management  turnover  had  been  excessive  since  the 
bank’s  inception.  Classified  assets  increased  from  2 
percent  of  gross  capital  funds  at  the  previous  exam¬ 
ination  to  40  percent,  as  a  result  of  lax  loan  portfolio 
management  Classified  asset  figures  are  somewhat 
distorted  by  the  bank's  high  capitalization.  Heavy  loan 
losses  required  a  substantial  loan  loss  provision  which 
depleted  earnings.  Numerous  violations  of  law  involv¬ 
ing  insiders,  lack  of  funds  management  procedures, 
poor  internal  controls,  and  an  inadequate  audit  func¬ 
tion  compounded  the  bank's  problem. 


A  Formal  Agreement  required  correction  of  all  vio¬ 
lations  of  law  and  adoption  of  procedures  to  prevent 
future  violations.  The  board  was  required  to  formulate 
and  implement  written  programs  to  eliminate  all  assets 
from  criticized  status,  improve  collection  efforts  and 
reduce  delinquent  loans,  improve  loan  documentation 
and  maintain  an  adequate  allowance  for  possible  loan 
losses.  The  board  was  to  study  the  adequacy  of  man¬ 
agement  expertise  and  staffing  levels.  Written  policies 
were  to  be  drafted  or  revised  for  all  major  areas  of  the 
bank. 

123.  Bank  with  assets  of  $500  million  to  $1  billion 

Poor  supervision  over  the  loan  portfolio  had  resulted  in 
a  high  level  of  criticized  assets  and  heavy  loan  losses. 
Loans  had  been  extended  without  regard  for  sound 
financial  support  and  customers  had  been  allowed  to 
dictate  their  own  terms  through  liberal  overdraft  prac¬ 
tices.  A  substantial  loss  had  resulted  on  a  loan  made 
in  violation  of  12  USC  84.  Loan  portfolio  supervision 
was  not  considered  adequate. 

A  Formal  Agreement  required  correction  of  all  vio¬ 
lations  of  law.  The  bank  was  to  employ  independent 
outside  counsel  to  investiage  the  extent  of  director 
liability  on  losses  suffered  on  loans  made  in  violation  of 
12  USC  84  and  act  upon  all  recommendations  made 
by  the  outside  counsel.  The  board  was  required  to 
implement  programs  to  eliminate  assets  from  criti¬ 
cized  status,  maintain  sufficient  credit  and  collateral 
documentation,  increase  collection  efforts,  and  main¬ 
tain  an  adequate  allowance  for  possible  loan  losses.  A 
revised  lending  policy,  an  overdraft  policy,  and  a  loan 
review  function  were  required.  The  bank  was  required 
to  conduct  a  management  study  and  implement  a 
code  of  ethics.  A  capital  program  and  written  funds 
management  policy  were  to  be  revised. 

124.  Bank  with  assets  of  $25  to  $50  million 

Criticized  assets  equalled  70  percent  of  gross  capital 
funds.  Poor  earnings  had  resulted  from  low  interest 
margins.  Low  liquidity  was  caused  by  a  long-term  in¬ 
vestment  portfolio.  A  substantial  run-off  in  deposits 
had  occurred  in  the  last  12  months.  Audit  and  internal 
control  exceptions  existed.  The  problems  were  caused 
by  previous  management’s  poor  risk  selection  and 
loan  administration. 

A  Formal  Agreement  required  the  bank  to:  (1)  correct 
each  violation  of  law,  (2)  adopt  a  written  program  to 
eliminate  the  grounds  upon  which  each  asset  was 
criticized,  (3)  take  all  necessary  steps  to  obtain  and 
maintain  adequate  credit  information,  (4)  lend  no  addi¬ 
tional  funds  to  classified  borrowers,  unless  in  the  best 
interest  of  the  bank,  and  approved  by  the  board  of 
directors,  (5)  revise  written  lending  policies,  (6)  review 
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the  adequacy  of  the  allowance  for  possible  loan  losses 
quarterly,  (7)  develop  a  written  funds  management 
policy,  (8)  prepare  an  analysis  of  the  bank's  present 
and  future  capital  needs,  (9)  review  the  adequacy  of 
the  officer  staff,  and  (10)  correct  internal  control  and 
audit  deficiencies. 

125.  Bank  with  assets  of  $25  to  $50  million 

The  primary  problem  is  poor  asset  quality.  Criticized 
assets  equalled  181  percent  of  gross  capital  funds. 
Although  economic  conditions  were  a  contributing  fac¬ 
tor  in  the  bank’s  deterioration,  the  lack  of  adequate 
supervision  by  the  board  of  directors  and  manage¬ 
ment  was  believed  to  be  the  primary  cause.  That  lack 
of  adequate  supervision  was  reflected  in  the  high  vol¬ 
ume  of  delinquent  loans,  excessive  statement  and  col¬ 
lateral  documenation  exceptions,  and  bank  manage¬ 
ment’s  failure  to  identify  problem  loans  in  a  timely 
manner. 

A  Formal  Agreement  required  the  bank  to:  (1)  adopt 
and  implement  a  written  program  to  eliminate  the 
grounds  upon  which  each  asset  was  criticized,  (2) 
adopt  a  written  program  to  provide  for  improved  col¬ 
lection  efforts,  (3)  revise  the  bank’s  lending  policy  to 
include  guidelines  covering  the  addition  of  unpaid  in¬ 
terest  to  principal,  (4)  reduce  all  loans  which  exceed 
the  lending  limit  to  conforming  levels,  (5)  obtain  satis¬ 
factory  credit  information,  and  (6)  conduct,  at  least 
quarterly,  reviews  of  the  bank's  allowance  for  possible 
loan  losses  to  ensure  that  it  is  maintained  at  an  ade¬ 
quate  level. 

126.  Bank  with  assets  of  less  than  $25  million 

Problems  are  confined  to  asset  quality  and  are  pri¬ 
marily  the  result  of  inadequate  loan  supervision.  Criti¬ 
cized  assets  have  increased  significantly  to  96  percent 
of  gross  capital  funds.  Collection  efforts  are  also  poor, 
with  7  percent  delinquencies.  Problem  loans  are  not 
adequately  identified. 

A  Memorandum  of  Understanding  required  the  bank 
to:  (1)  correct  each  violation  of  law,  (2)  conduct  quar¬ 
terly  reviews  of  the  adequacy  of  the  allowance  for 
possible  loan  losses,  (3)  adopt  and  implement  a  writ¬ 
ten  program  for  eliminating  the  grounds  upon  which 
each  asset  was  criticized,  (4)  review  the  bank's  internal 
loan  review  system,  (5)  adopt  a  written  program  to 
provide  for  improved  collection  efforts,  (6)  evaluate  the 
officer  staff,  and  (7)  to  submit  reports  every  30  days 
detailing  actions  taken  to  comply  with  the  Memoran¬ 
dum. 

127.  Bank  with  assets  of  less  than  $25  million 

Historically  a  clean,  well-managed  agricultural  institu¬ 
tion,  this  bank  got  into  problems  because  of  a  com¬ 


bination  of  adverse  economic  conditions  and  weak¬ 
ened  lending  controls.  Classified  assets  were  centered 
in  substandard  loans  which,  in  turn,  were  concen¬ 
trated  in  a  stagnant  housing  development  project. 
Credit  documentation  was  lacking  on  many  credits. 
Earnings  have  been  and  remain  depressed  because 
of  high  non-earning  assets  and  an  imbalanced  rate- 
sensitivity  structure.  As  a  result,  capital  continued  to 
be  marginal.  Three  violations  of  law  were  cited  and 
corrected  during  or  shortly  after  the  examination.  The 
board  also  took  meaningful  corrective  action  to  correct 
deficiencies  in  the  internal  audit  function. 

A  Formal  Agreement  prohibited  the  bank  from  extend¬ 
ing  credit  in  violation  of  12  USC  84  and  the  board 
agreed  to  indemnify  the  bank  against  any  loss  arising 
from  the  violations  cited.  The  board  was  required  to 
develop  a  written  plan  to  reduce/strengthen  criticized 
assets  and  to  extend  no  further  credit  to  any  criticized 
borrower  except  in  the  best  interest  of  the  bank  and 
with  approval  of  a  majority  of  the  board.  The  board  was 
required  to  formalize  its  problem  loan  identification 
system,  review  the  allowance  for  possible  loan  losses 
at  least  quarterly,  and  address  cited  deficiencies  in  the 
bank’s  lending  operations.  The  board  was  further  re¬ 
quired  to  analyze  earnings  and  develop  a  budget  and 
plan  to  improve  profitability.  The  bank  was  required  to 
achieve  and  maintain  primary  capital  at  7  percent  of 
assets  and  to  develop  a  plan  to  achieve  that  objective 
which  was  acceptable  to  the  regional  administrator. 

128.  Bank  with  assets  of  less  than  $25  million 

Criticized  assets  equalled  101  percent  of  gross  capital 
funds.  Loan  delinquencies,  at  1 1  percent  of  outstand¬ 
ings,  were  also  high.  The  decline  in  asset  quality 
caused  concern  about  the  adequacy  of  the  allowance 
for  possible  loan  losses.  Earnings  and  capital  levels 
were  adversely  affected.  The  primary  cause  of  asset 
quality  problems  was  believed  to  be  inadequate  man¬ 
agement  attention  to  credit  administration  and  ineffec¬ 
tive  board  supervision. 

A  Formal  Agreement  required  the  bank  to:  (1)  correct 
each  violation  of  law,  (2)  adopt  a  written  program  for 
eliminating  the  grounds  upon  which  each  asset  was 
criticized,  (3)  lend  no  additional  money  to  classified 
borrowers  unless  in  the  best  interest  of  the  bank  and 
approved  by  the  board  of  directors,  (4)  maintain  ade¬ 
quate  credit  information  and  correct  collateral  imper¬ 
fections,  (5)  revise  written  lending  policies,  (6)  identify 
problem  loans  quarterly,  (7)  review  the  adequacy  of 
the  allowance  for  possible  loan  losses  quarterly,  (8) 
develop  a  written  funds  management  policy,  (9)  de¬ 
velop  a  written  consumer  compliance  program  and 
appoint  a  consumer  compliance  officer,  and  (10)  de¬ 
velop  a  management  information  system  for  the  board 
of  directors. 
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129.  Bank  with  assets  of  $25  to  $50  million 

Criticized  assets  equalled  167  percent  of  gross  capital 
funds.  Management’s  poor  risk  selection  is  believed  to 
be  the  primary  cause  of  deterioration  in  asset  quality. 

A  Formal  Agreement  required  the  bank  to  establish 
procedures  to  prevent  recurrence  of  lending  limit  vio¬ 
lations,  to  implement  written  programs  for  eliminating 
the  grounds  upon  which  each  asset  has  been  criti¬ 
cized.  to  lend  no  additional  money  to  classified  bor¬ 
rowers  unless  in  the  best  interest  of  the  bank  and 
approved  by  the  board  of  directors,  and  to  maintain 
satisfactory  credit  information  on  all  loans. 


130.  Bank  with  assets  of  less  than  $25  million 

The  asset  condition  of  the  bank  had  deteriorated,  not 
only  because  of  poor  economic  conditions  in  the  local 
agricultural  area,  but  also  because  of  improper  admin¬ 
istration  of  the  loan  portfolio.  Criticized  assets  equalled 
80  percent  of  gross  capital  funds.  The  increase  in 
past-due  and  nonaccrual  loans  was  of  concern.  Vio¬ 
lations  of  12  USC  84  and  375a  were  cited  in  the  exam¬ 
ination  report. 

A  Memorandum  of  Understanding  was  executed 
which  required  the  bank  to:  (1 )  correct  violations  of  law, 

(2)  develop  a  program  to  eliminate  criticized  assets, 

(3)  submit  periodic  reports  on  the  status  of  criticized 
assets,  (4)  develop  a  program  to  improve  collection 
efforts  on  nonaccrual  and  past-due  loans,  and  (5) 
review  and  analyze  the  management  needs  of  the 
bank  with  particular  attention  to  the  lending  area. 

131.  Bank  with  assets  of  less  than  $25  million 

Problems  in  this  small  rural  bank  were  attributable  to 
inadequate  supervision  by  the  directorate  and  lack  of 
stability  resulting  from  rapid  turnover  among  chief  ex¬ 
ecutive  officers.  Significant  deterioration  in  the  loan 
portfolio  was  identified.  Additional  problems  included 
marginal  earnings,  imprudent  funds  management,  vio¬ 
lations  of  law  (including  12  USC  84),  and  various  oper¬ 
ational  and  procedural  deficiencies.  Subsequent  to 
the  examination,  a  new  chief  executive  officer  was 
appointed,  but  the  bank’s  cashier  and  chief  operations 
officer  resigned. 

A  Formal  Agreement  prohibited  the  bank  from  extend¬ 
ing  credit  in  violation  of  12  USC  84  and  required  cor¬ 
rection  of  consumer  and  all  other  violations  of  law  and 
formal  procedures  to  prevent  future  violations.  The 
board  was  to  adopt  procedures  designed  to  ensure 
compliance  with  BC-157  and  to  analyze  management 
needs.  The  board  also  was  to  implement  a  problem 
loan  identification  system,  to  review  the  allowance  for 
possible  loan  losses  at  least  quarterly,  and  correct 


credit  mformation/collateral  documentation  deficien¬ 
cies.  The  board  was  further  required  to  analyze  earn¬ 
ings  and  develop  a  budget  and  a  profit  plan.  It  was  to 
design  a  plan  to  maintain  capital  at  an  adequate  level, 
to  adopt  a  written  asset/liability  management  policy, 
and  to  ensure  compliance  with  the  bank’s  investment 
policy. 

132.  Bank  with  assets  of  less  than  $25  million 

The  bank's  continued  solvency  was  in  doubt  Problems 
centered  on  management  deficiencies  and  problem 
loans  which  led  to  substantial  losses.  Loans  classified 
doubtful  and  loss  nearly  equalled  primary  capital.  The 
potential  for  additional  loss  was  present.  Six  lending 
limit  violations  were  discovered,  one  of  which  was  sub¬ 
stantially  in  excess  of  the  bank's  legal  limit  and  several 
of  which  involved  significant  losses. 

A  Notice  of  Charges  cited  violations  of  law,  insufficient 
capital,  classified  assets,  inadequate  management 
and  staff,  inadequate  loan  policy,  insufficient  allow¬ 
ance  for  possible  loan  losses,  credit  and  collateral 
exceptions,  and  inadequate  internal  audit.  A  proposed 
Order  to  Cease  and  Desist  requiring  board  members 
to  personally  indemnify  the  bank  for  losses  incurred  on 
lending  limit  violations  was  not  consented  to  by  the 
board. 

133.  Bank  with  assets  of  $100  to  $250  million 

The  examination  revealed  deterioration  in  asset  quality, 
poor  earnings  and  violations  of  law.  The  increase  in 
problem  assets  was  the  result  of  liberal  lending  pol¬ 
icies,  lax  supervision  and  poor  economic  conditions. 
The  decline  in  earnings  was  attributable  to  high  inter¬ 
est  expenses,  increasing  loan  losses  and  an  ineffec¬ 
tive  organizational  structure. 

A  Memorandum  of  Understanding  required  the  bank 
to:  (1 )  appoint  a  compliance  committee,  (2)  conduct  a 
study  of  the  bank's  organizational  structure,  (3)  revise 
the  bank’s  internal  loan  review  system,  (4)  implement  a 
program  for  eliminating  criticized  assets,  (5)  obtain 
and  maintain  current  and  satisfactory  credit  informa¬ 
tion  and  collateral  documentation,  (6)  review  the 
bank’s  allowance  for  possible  loan  losses,  (7)  adopt 
guidelines  for  the  capitalization  of  delinquent  interest, 
(8)  adopt  guidelines  for  nonaccrual  loans,  (9)  develop 
a  strategic  plan,  (10)  complete  an  analysis  of  the 
bank's  earnings,  (11)  adopt  a  funds  management  pol¬ 
icy,  (12)  improve  the  bank’s  internal  audit  function,  and 
(13)  correct  all  violations  of  law,  rules  and  regulation 

134.  Bank  with  assets  of  $25  to  $50  million 

The  previous  examination  had  disclosed  deterioration 
in  virtually  all  banking  sectors,  as  well  as  poor  supervi¬ 
sion  by  management  and  the  board  of  directors  Sub- 
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sequently,  the  board  dismissed  and  replaced  the 
bank's  president  and  the  senior  lending  officer  and 
entered  into  a  Formal  Agreement  with  the  OCC  which 
required  the  bank  to  maintain  a  specified  level  of  capi¬ 
tal,  obtain  proper  credit  information  and  collateral  doc¬ 
umentation,  correct  and  prevent  violations  of  law,  in¬ 
cluding  violations  of  12  USC  84,  and  to  develop  and 
implement  certain  policies  and  procedures.  The  bank 
was  to  obtain  restitution  for  compensation,  fees  or 
expenses  which  were  not  reasonable,  documented 
and  in  the  best  interest  of  the  bank  and  to  disclose 
those  expenses  and  the  board's  action,  to  share¬ 
holders  within  a  specified  time  frame. 

A  subsequent  examination  revealed  deterioration  in 
asset  quality,  an  inadequate  allowance  for  possible 
loan  losses  and  critically  inadequate  capital.  Possible 
fraud  by  a  former  lending  officer  was  alleged.  New 
management  had  upgraded  reporting  procedures  and 
developed  certain  policies  and  procedures;  however, 
the  bank  was  in  noncompliance  with  the  Agreement. 
Two  new  violations  of  1 2  USC  84  were  revealed.  Classi¬ 
fied  assets  amounted  to  approximately  210  percent  of 
gross  capital  funds,  and  loan  losses  had  eliminated 
the  existing  allowance  for  possible  loan  losses.  The 
bank  continued  to  rely  heavily  on  rate  sensitive  depos¬ 
its,  and  the  bank’s  unbalanced  rate  sensitivity  position 
limited  its  ability  to  react  to  interest  rate  changes. 

A  Notice  of  Charges  alleged  that  the  bank  had  ex¬ 
tended  credit  to  specified  borrowers  in  violation  of 
lending  limits  and  had  violated  other  laws,  rules  and 
regulations.  It  charged  that  the  bank  had  accumulated 
excessive  classified  assets  and  overdue  loans,  and 
that  the  bank  had  failed  to  adopt  and  implement  effec¬ 
tive  loan  review  procedures.  The  Notice  charged  that 
many  of  the  bank’s  loans  are  not  supported  by  suffici¬ 
ent  credit  information  or  constitute  collateral  excep¬ 
tions.  The  Notice  charged  that  the  bank  had  failed  to 
maintain  an  adequate  allowance  for  possible  loan 
losses,  and  had  operated  with  inadequate  capital  and 
a  mismatched  asset/liability  structure.  Further,  the 
Notice  charged  that  those  violations  are  unsafe  and 
unsound  banking  practices  and  are  also  violations  of 
the  Agreement.  A  hearing  on  the  Notice  of  Charges 
has  been  scheduled. 

135.  Bank  with  assets  of  $50  to  $100  million 

Bank  was  placed  under  special  supervisory  attention 
because  of  excessive  classified  assets,  primarily  agri¬ 
culture-related  The  examination  revealed  continued 
deterioration  in  asset  quality,  inadequate  credit  infor¬ 
mation  and  collateral  documentation  and  violations  of 
the  bank’s  legal  lending  limit  No  losses  were  incurred 
in  connection  with  these  violations.  Capital  was  ade¬ 
quate  and  earnings  satisfactory 


A  Memorandum  of  Understanding  required  the  bank 
to  develop  a  written  program  designed  to  strengthen 
criticized  assets  and  to  improve  collection  procedures 
for  assets  on  which  losses  had  been  sustained.  Cor¬ 
rection  of  credit  information  deficiencies  was  required 
and  the  lending  policy  was  to  be  revised  to  include 
guidelines  covering  placement  of  loans  on  a  nonac¬ 
crual  status.  The  bank  was  to  correct  all  violations  of 
12  USC  84  and  establish  procedures  to  prevent  future 
violations. 

136.  Bank  with  assets  of  $100  to  $250  million 

Classified  assets  and  non-performing  assets  had  in¬ 
creased  since  the  previous  examination.  Most  of  the 
classified  assets  were  agriculture  credits  and  resulted 
from  high  interest  rates  and  a  lack  of  repayment  pro¬ 
grams  on  highly  leveraged  and  inverse  working  capital 
credits.  Lack  of  planning  and  insufficient  supervision 
by  management  and  the  board  was  a  major  problem, 
particularly  in  the  bank's  investment  portfolio.  Manage¬ 
ment  structure  was  disorganized  because  the  Chair¬ 
man  of  the  Board  was  extensively  involved  in  day-to- 
day  decisions.  There  was  confusion  about  lines  of 
authority  and  reporting  responsibilities.  The  bank's  al¬ 
lowance  for  possible  loan  losses  was  inadequate  and 
earnings  were  weak.  No  violations  of  law  were  re¬ 
vealed. 

A  Formal  Agreement  required  a  review  of  the  bank’s 
management  and  management  structure,  identifica¬ 
tion  of  areas  of  overlapping  responsibilities  and  duties, 
and  provision  of  a  clearly  defined,  formal  framework  for 
the  operation  and  administration  of  the  bank.  The 
Board  was  to  revise  the  bank's  lending  policy,  correct 
collateral  documentation  deficiencies,  conduct  peri¬ 
odic  reviews  of  the  bank's  allowance  for  possible  loan 
losses,  develop  a  comprehensive  capital  program  and 
profit  plan,  develop  and  implement  a  comprehensive 
investment  policy,  and  correct  deficiencies  in  the 
bank’s  electronic  data  processing  function. 

137.  Bank  with  assets  of  less  than  $25  million 

A  previous  examination  of  the  bank  had  revealed  prob¬ 
lems  in  asset  quality,  an  inadequate  lending  policy, 
violations  of  law,  including  12  USC  84  and  375a  and  b, 
weak  internal  controls,  and  poor  accounting  pro¬ 
cedures.  The  bank  entered  into  a  Memorandum  of 
Understanding  with  the  OCC  in  which  the  deficiencies 
were  addressed  and  correction  was  required.  A  subse¬ 
quent  examination  disclosed  substantial  non- 
compliance  with  the  Memorandum  and  a  deterioration 
in  the  bank’s  overall  condition.  The  allowance  for  possi¬ 
ble  loan  losses  was  inadequate.  Repeated  violations 
of  law  were  revealed  and  an  inordinate  amount  of  time 
had  to  be  spent  during  the  examination  to  adjust  the 
bank’s  books  to  obtain  accurate  earnings  and  capital 
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figures  for  analysis.  Although  the  board  of  directors 
had  revised  the  bank's  loan  policy,  it  had  not  been 
strictly  enforced  and  overall  loan  supervision  con¬ 
tinued  to  be  weak. 

An  Order  to  Cease  and  Desist  was  issued  and  a 
Notice  of  Charges  was  served  on  the  bank.  The  Order 
required  correction  of  violations  of  law  and  regulations 
as  well  as  adoption  of  policies  and  procedures  to 
prevent  future  violations.  The  Order  required  the  board 
to  reimburse  the  bank  for  all  losses  suffered  by  the 
bank  on  an  extension  of  credit,  made  in  violation  of  12 
USC  84,  that  was  classified  as  loss.  Additionally,  the 
Order  required:  (1)  implementation  of  a  program  to 
identify  and  correct  deficiencies  in  bank  management 
and  staffing,  including  timeframes  within  which  the 
board  would  select  and  appoint  new,  qualified  super¬ 
visory  personnel,  (2)  development  of  a  capital  pro¬ 
gram  and  maintenance  of  capital  at  a  specified  level, 
(3)  procedures  to  improve  the  bank's  collection  efforts 
and  correct  credit  information  deficiencies  and  collat¬ 
eral  exceptions,  (4)  review  by  the  board  to  ensure 
adherence  to  the  lending  policy  and  maintenance  of 
an  adequate  allowance  for  possible  loan  losses,  and 
(5)  retention  of  an  independent  certified  public  ac¬ 
countant  to  audit  the  bank’s  financial  statements  to 
render  an  opinion  about  those  statements  and  make 
any  entries  necessary  to  correct  inaccuracies  identi¬ 
fied  in  the  audit. 

138.  Bank  with  assets  of  $25  to  $50  million 

A  previous  examination  of  the  bank  had  disclosed 
problems  in  the  bank’s  asset  and  liability  manage¬ 
ment,  weak  earnings,  excessive  classified  assets,  and 
insufficient  supervision  by  management  and  the  board 
of  directors.  Violations  of  law  and  credit  information 
and  collateral  documentation  deficiencies  were  ex¬ 
cessive.  The  chairman  of  the  board  received  an  un¬ 
documented,  unjustified,  excessive  salary.  The  bank's 
capital  was  adequate.  As  a  result  of  that  examination, 
the  bank  entered  into  a  Memorandum  of  Understand¬ 
ing  with  the  OCC.  A  subsequent  examination  revealed 
substantial  non-compliance  with  the  Memorandum  of 
Understanding,  significant  deterioration  in  previously 
identified  problem  areas,  and  a  deterioration  in  the 
bank's  capital  and  investment  portfolio.  The  board 
ceased  paying  the  unjustified  salary  and  bonus  to  the 
chairman. 

A  Notice  of  Charges  was  issued  with  an  Order  to 
Cease  and  Desist.  The  board  stipulated  and  con¬ 
sented  to  the  Order  which  required  the  board  to  con¬ 
duct  a  management  review  and  undertake  specific 
action  to  improve  the  quality  and  amount  of  supervi¬ 
sion  in  the  bank’s  lending,  operations  and  investments 
areas.  The  board  was  required  to  revise  the  banks 
liquidity/asset  and  liability  management  and  invest¬ 


ment  policies.  A  capital  program,  earnings  plan  and 
program  to  strengthen  or  collect  criticized  assets  were 
required,  as  were  revisions  in  the  bank’s  loan  review 
procedures  and  correction  of  credit  information  and 
collateral  deficiencies.  The  Order  also  required  an  as¬ 
sessment  of  the  quality  of  the  service  provided  to  the 
bank  by  its  independent  data  processing  center  and 
recommendations  for  elimination  of  any  deficiencies. 

139.  Bank  with  assets  of  $25  to  $50  million 

A  prior  examination  of  the  bank  had  disclosed  prob¬ 
lems  in  the  bank’s  overall  financial  condition  that  were 
significant  but  not  critical.  Classified  assets,  most  of 
which  were  substandard,  were  excessive.  The  bank 
had  extended  unsecured  credit  without  sufficient 
credit  information  or  adequate  repayment  programs. 
Numerous  violations  of  12  USC  84  and  31  CFR  103.22 
and  103.33  were  revealed.  Funds  management  prac¬ 
tices  and  policies  were  inadequate  and  the  bank's 
commercial  loan  accrual  and  nonaccrual  procedures 
were  improper.  Board  supervision  of  management  and 
the  bank  was  lax  and  almost  nonexistent,  and  senior 
management,  particularly  in  the  lending  area,  was  in¬ 
adequate.  The  bank’s  president  was  the  chief  execu¬ 
tive  officer,  primary  lending  officer  and  a  director.  The 
president  had  sole  approval  authority  over  nearly  all 
overdrafts.  The  bank,  through  the  board  of  directors, 
entered  into  a  Formal  Agreement  with  the  OCC,  agree¬ 
ing  to  hire  a  senior  lending  officer;  correct  all  violations 
of  law  and  regulations;  and  establish  procedures  to 
prevent  future  violations  of  law  and  regulations,  specifi¬ 
cally  violations  of  12  USC  84  and  31  CFR  103.  The 
bank  agreed  to  correct  credit  information  and  docu¬ 
mentation  deficiencies  and  to  extend  no  credit  without 
obtaining  current  and  satisfactory  credit  information. 
Additional  extensions  of  credit  to  borrowers  whose 
loans  were  past-due  or  had  been  criticized  was  pro¬ 
hibited.  The  board  agreed  to  conduct  periodic  reviews 
of  the  adequacy  of  bank's  allowance  for  possible  loan 
losses  and  to  implement  an  internal  loan  review  sys¬ 
tem. 

A  subsequent  examination  revealed  significant  deteri¬ 
oration  in  the  bank's  condition.  It  disclosed  new  and 
repeated  violations  of  12  USC  84  and  161  and  31  CFR 
103.22  and  103.33  in  addition  to  ongoing  unsafe  and 
unsound  banking  practices  that  threatened  the 
solvency  of  the  institution.  The  bank  was  in  almost  total 
noncompliance  with  the  Formal  Agreement.  Prelimi¬ 
nary  examination  results  identified  losses  of  approx¬ 
imately  $2.3  million,  which  equalled  58  percent  of 
gross  capital  funds.  None  of  the  violations  of  12  USC 
84  had  been  corrected,  and  such  violations  equalled 
52  percent  of  the  loans  identified  as  loss  Most  of  the 
losses  identified  had  been  classified  as  substandard 
or  doubtful  in  the  previous  examination  An  additional 
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$400,000  to  $500,000  in  loans  were  suspected  to  be 
fraudulent  After  losses  were  charged  off,  the  bank's 
allowance  for  possible  loan  losses  would  be  depleted 
and  replenishment  would  create  a  negative  net  worth. 
The  examination  also  revealed  that  additional  exten¬ 
sions  of  credit  had  been  granted  to  criticized  bor¬ 
rowers  and  to  borrowers  whose  loans  had  been  cited 
as  violations  of  12  UCS  84.  The  bank’s  president  had 
approved  nearly  all  of  the  classified  loans  and  had 
approved  the  exclusions  of  credit  granted  in  violation 
of  12  USC  84.  There  was  evidence  that  large  over¬ 
drafts,  approved  by  the  bank's  president,  were  never 
reported  to  the  board  of  directors,  and  that  the  pur¬ 
poses  of  certain  loans  may  have  been  misrepresented 
to  the  board  by  the  president.  Failure  to  properly  ac¬ 
count  for  accrued  interest  caused  the  bank's  earnings 
to  be  substantially  overstated.  Collection  efforts  ap¬ 
peared  nonexistent.  Funds  management  practices 
were  poor  and  likely  to  result  in  a  liquidity  crisis. 

A  Notice  of  Charges  and  a  Temporary  Order  to  Cease 
and  Desist  were  issued  and  served.  In  addition,  the 
OCC  served  the  bank's  president  with  a  Notice  of 
Suspension  and  a  Notice  of  Intention  to  Remove  from 
Office.  The  Temporary  Order  required  the  board  to 
immediately  replenish  the  bank’s  allowance  for  possi¬ 
ble  loan  losses  with  a  specified  amount,  and  to  inject  a 
specified  amount  of  capital  within  30  days.  The  Tem¬ 
porary  Order  required  the  board  to  immediately  pro¬ 
vide  the  bank  with  interim  management  from  accept¬ 
able  outside  sources  and  take  immediate  action  to 
appoint  a  senior  lending  officer,  acceptable  to  the 
regional  administrator.  Additional  extensions  of  credit, 
including  overdrafts  and  renewals,  to  specified  bor¬ 
rowers  whose  loans  or  extensions  were  criticized  or  in 
violation  of  12  USC  84  were  prohibited.  Immediate 
action  to  strengthen  collection  efforts  was  required. 
Additionally,  the  bank  was  required  to  take  all  action 
necessary,  including  establishment  of  a  borrowing  re¬ 
lationship  at  the  Federal  Reserve  discount  window  and 
correspondent  banks,  to  ensure  that  anticipated  de¬ 
mands  of  creditors  and  borrowers  could  be  met.  Fi¬ 
nally,  the  Temporary  Order  required  the  bank  to  imme¬ 
diately  reverse  or  charge-off  previously  accrued  or 
uncollected  interest  on  loans  in  nonaccrual  status  and 
to  engage  the  services  of  an  independent  certified 
public  accountant  to  audit  the  bank’s  books  and  rec¬ 
ords.  A  hearing  on  the  Notice  of  Charges  has  been 
scheduled,  and  the  board  will  be  asked  to  consent  to 
a  final  Order  to  Cease  and  Desist. 

The  Notice  of  Suspension  served  on  the  bank  presi¬ 
dent  was  effective  upon  service  It  suspended  the 
president  from  any  and  all  offices  in  the  bank,  from 
service  or  actions  as  a  director,  officer  or  employee  of 
any  bank,  and  from  participation  in  the  conduct  of  the 
affairs  of  the  bank,  except  as  expressly  provided  by 


the  Notice,  pending  the  scheduled  administrative 
hearing  on  the  charges  contained  in  the  Notice  of 
Intention  to  Remove  from  Office.  Because  of  possible 
fraudulent  activity,  the  OCC  examiners  initiated  direct 
verification  procedures  and  made  criminal  referrals  on 
certain  loans. 

140.  Bank  with  assets  of  less  than  $25  million 

The  bank's  undue  reliance  on  secondary  sources  or 
collateral  for  repayment  and  on  the  purchase  of  assets 
from  related  and  affiliated  banks  without  exercising 
sound  independent  credit  judgment  resulted  in  exces¬ 
sive  classified  assets  which,  at  the  time  of  the  exam¬ 
ination,  equalled  116  percent  of  gross  capital  funds. 
The  deteriorated  condition  of  the  bank’s  loan  portfolio 
was  also  attributable  to  failure  to  obtain  and  maintain 
current  and  satisfactory  credit  information  on  approx¬ 
imately  19  percent  of  outstanding  loans.  The  poor 
quality  of  the  bank’s  loan  portfolio  was  further  evi¬ 
denced  by  past-due  loans  of  1 1  percent  of  total  loans 
outstanding.  The  examination  disclosed  that  the  bank 
had  violated  numerous  laws,  rules,  and  regulations, 
including  12  USC  84  and  12  CFR  215,  often  on  a 
continuing  or  recurrent  basis. 

A  Notice  of  Charges  against  the  bank  alleged  unsafe 
and  unsound  banking  practices  and  violation  of  laws, 
rules,  and  regulations.  An  Order  to  Cease  and  Desist 
followed  after  the  bank's  unsuccessful  challenge  of  the 
charges  in  an  administrative  cease  and  desist  pro¬ 
ceeding.  The  Order  prohibited  the  bank  from  purchas¬ 
ing  or  acquiring  any  loan,  loan  participation  or  other 
asset  from  any  of  its  related  or  affiliated  banks.  The 
Order  required:  (1 )  appointment  of  a  compliance  com¬ 
mittee  to  monitor  and  ensure  adherence  to  the  Order’s 
provisions;  (2)  immediate  action  to  correct  all  vio¬ 
lations  of  laws,  rules,  and  regulations  and  adoption  of 
procedures  to  prevent  their  recurrence;  (3)  the  bank  to 
obtain  restitution  from  any  executive  officer  deter¬ 
mined  to  have  received  a  preferential  rate  on  credit 
from  the  bank  and  to  recast,  on  nonpreferential  terms, 
any  outstanding  preferential  extensions  to  an  execu¬ 
tive  officer;  (4)  review  and  revision  of  the  bank's  man¬ 
agement  structure  to  ensure  that  the  chief  executive 
officer  has  final  executive  responsibility  for  conduct  of 
the  bank's  day-to-day  operations  and  is  accountable 
only  to  the  board;  (5)  written  definition  of  the  duties 
and  responsibilities  of  the  bank’s  controlling  owner  and 
assurance  that  the  bank's  remuneration  to  that  indi¬ 
vidual  was  commensurate  with  those  duties  and  did 
not  exceed  the  fair  value  of  services  rendered;  (6)  a 
thorough  examination  of  business  expenses  paid  by 
the  bank  to  determine  their  reasonableness  and  rela¬ 
tionship  to  legitimate  bank  business;  (7)  declaration  of 
no  dividends  except  in  conformity  with  applicable  law 
and  to  the  extent  justified  by  sound  banking  practices; 
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(8)  maintenance  of  the  bank’s  equity  capital  at  a  level 
commensurate  with  its  peer;  (9)  acquisition  and  main¬ 
tenance  of  current  and  satisfactory  credit  information 
on  all  credit  extensions;  (10)  revision  of  the  bank’s  loan 
policy;  quarterly  review  of  the  allowance  for  possible 
loan  losses  and  its  maintenance  at  an  adequate  level; 
(1 1)  revision  of  the  bank's  leasing  policy;  (12)  appoint¬ 
ment  of  a  consumer  compliance  officer  and  establish¬ 
ment  of  consumer  compliance  program;  and  (13)  de¬ 
velopment  and  implementation  of  a  written  mechanism 
to  improve  the  bank’s  collection  efforts.  The  Order  also 
required  implementation  of  a  program  to  improve  the 
quality  of  criticized  assets  and  prohibited  additional 
credit  extensions,  except  under  certain  specified  cir¬ 
cumstances,  to  criticized  borrowers. 

141.  Bank  with  assets  of  $100  to  $250  million 

The  bank  had  been  operating  under  a  Formal  Agree¬ 
ment.  Subsequent  examinations  had  revealed  an  im¬ 
provement  in  liquidity  and  the  elimination  of  certain 
insider  abuses.  However,  the  most  recent  general  ex¬ 
amination  disclosed  significant  deterioration  in  the 
overall  condition  of  the  bank;  classified  assets  repre¬ 
sented  296  percent  of  gross  capital  funds,  and  there 
were  numerous  violations  of  law  including  five  vio¬ 
lations  of  1 2  USC  84.  The  bank  was  suffering  from  poor 
earnings,  ineffective  management,  loans  which  lacked 
current  and  satisfactory  credit  information,  and  inade¬ 
quate  allowance  for  possible  loan  losses,  and  inade¬ 
quate  supervision  by  the  board  of  directors.  In  addi¬ 
tion,  the  bank  was  operating  in  significant  non- 
compliance  with  the  outstanding  Formal  Agreement. 

A  Notice  of  Charges  and  an  Order  to  Cease  and 
Desist  were  issued.  The  Order  prohibited  the  bank 
from  extending  credit  in  amounts  exceeding  the  bank’s 
lending  limits  and  required  the  bank  to:  (1)  appoint  a 
special  counsel  to  review  the  violations  of  12  USC  84; 
(2)  correct  all  other  violations  of  laws,  rules  and  regula¬ 
tions;  (3)  restrict  the  declaration  of  dividends;  (4)  eval¬ 
uate  the  qualifications  of  the  bank’s  president;  (5)  em¬ 
ploy  a  chief  administrative  officer;  (6)  engage  a 
professionally  certified  appraiser  to  provide  written  ap¬ 
praisals  of  each  parcel  of  property  which  represented 
the  primary  collateral  on  certain  loans;  (7)  develop  a 
program  for  criticized  assets;  (8)  extend  no  further 
credit  to  criticized  borrowers;  (9)  obtain  current  and 
satisfactory  credit  information;  (10)  review  and  revise 
its  lending  policies,  especially  with  respect  to  con¬ 
centrations;  (11)  implement  an  internal  loan  review 
program;  (12)  take  steps  to  control  the  level  of  delin¬ 
quent  and  nonaccrual  loans;  (13)  achieve  and  main¬ 
tain  primary  capital  of  7.5  percent  of  total  assets  and 
develop  a  written  capital  plan;  and  (14)  submit  written 
progress  reports. 


142.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  deterioration  in  the  overall 
condition  of  the  bank.  It  disclosed  excessive  levels  of 
criticized  assets,  an  inadequate  allowance  for  possi¬ 
ble  loan  losses,  and  many  past-due  loans,  loans  lack¬ 
ing  current  and  satisfactory  credit  information  and  col¬ 
lateral  documentation  and  violations  of  law.  These 
problems  were  attributable  to  ineffective  supervision 
by  the  board  of  directors  and  to  the  lending  practices 
of  bank  management. 

A  Notice  of  Charges  and  an  Order  to  Cease  and 
Desist  were  issued.  The  Order  required  the  bank  to:  (1 ) 
correct  all  violations  of  laws,  rules,  and  regulations,  (2) 
analyze  the  bank’s  management  needs,  (3)  employ  a 
chief  administrative  officer,  (4)  achieve  and  maintain 
primary  capital  at  7  percent  of  total  assets  and  imple¬ 
ment  a  capital  plan,  (5)  restrict  the  declaration  or  pay¬ 
ment  of  dividends  by  the  bank,  (6)  protect  its  interest 
with  respect  to  criticized  assets,  (7)  develop  a  pro¬ 
gram  for  criticized  assets  and  make  no  further  exten¬ 
sions  of  credit  to  criticized  borrowers,  (8)  review  and 
revise  the  bank's  lending  policies  and  implement  pro¬ 
cedures  for  monitoring  problem  loans,  (9)  establish 
procedures  for  the  quarterly  review  of  the  allowance  of 
possible  loan  losses,  (10)  obtain  and  maintain  current 
and  satisfactory  credit  information  and  collateral  docu¬ 
mentation,  (11)  adopt  a  written  profit  program,  (12) 
adopt  and  implement  a  written  assets  and  liability 
management  policy,  (13)  correct  all  internal  control 
deficiencies,  and  (14)  submit  progress  reports. 

143.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  serious  deterioration  in  the 
overall  condition  of  the  bank.  This  deterioration  was 
caused  by  ineffective  board  and  senior  management 
supervision  during  a  period  of  rapid  loan  growth,  a 
volatile  interest  rate  environment,  and  a  depressed  real 
estate  market.  The  examination  disclosed  excessive 
criticized  assets,  poor  earnings,  poor  asset/liability 
management,  violations  of  law  including  12  USC  84, 
and  an  inadequate  allowance  for  possible  loan  losses. 

A  Notice  of  Charges  and  an  Order  to  Cease  and 
Desist  were  issued.  The  Order  required  the  bank  to 
(1)  assess  its  liquidity  needs  and  take  action  to  meet 
such  needs;  (2)  implement  a  funds  management  pro¬ 
gram;  (3)  make  no  further  extensions  of  credit  to  criti¬ 
cized  borrowers  and  implement  a  program  for  criti¬ 
cized  assets;  (4)  implement  an  internal  loan  review 
system;  (5)  implement  a  program  to  improve  the 
bank's  collection  efforts;  (6)  revise  the  bank's  lending 
policy;  (7)  obtain  current  and  satisfactory  credit  infor¬ 
mation  and  collateral  documentation;  (8)  review  the 
adequacy  of  the  bank's  allowance  for  possible  loan 
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losses;  (9)  charge  the  compliance  committee  to  com¬ 
plete  a  written  study  of  the  management  and  staffing 
needs  of  the  bank;  (10)  make  no  loans  or  other  exten¬ 
sions  of  credit  in  violation  of  1 2  USC  84;  (11)  employ  a 
special  counsel  to  review  the  violations  of  12  USC  84; 
(12)  adopt  a  written  profit  plan;  (13)  achieve  and  main¬ 
tain  primary  capital  at  7  percent  of  total  assets  and 
implement  a  written  capital  plan;  (14)  restrict  declara¬ 
tion  or  payment  of  dividends;  and  (15)  appoint  a  com¬ 
pliance  committee. 

144.  Bank  with  assets  of  $25  to  $50  million 

The  bank  had  been  under  a  Formal  Agreement.  After 
the  Agreement  was  terminated,  new  ownership  took 
over  the  bank  and  the  bank’s  condition  deteriorated 
drastically.  The  bank  experienced  a  large  volume  of 
out-of-area  loans,  a  large  increase  in  classified  loans, 
an  inadequate  allowance  for  possible  loan  losses,  and 
many  credit  exceptions.  There  were  numerous  vio¬ 
lations  of  law  and  improper  insider  transactions. 

A  Notice  of  Charges  and  an  Order  to  Cease  and 
Desist  were  issued.  The  Order  required  a  capital  plan, 
correction  of  the  violations  of  law,  a  management 
study,  and  a  program  to  reduce  the  volume  of  criti¬ 
cized  assets,  past-due  loans  and  credit  exceptions. 
The  Order  also  required  an  internal  loan  review  sys¬ 
tem,  a  limit  on  out-of-area  loans,  a  restriction  on  divi¬ 
dends,  and  a  prohibition  against  overdrafts  to  certain 
insiders.  The  issue  of  directors’  liability  on  the  losses 
resulting  from  the  violations  of  law  was  not  addressed 
in  the  Order.  It  is  the  subject  of  an  administrative 
hearing  presently  pending  against  the  individual  direc¬ 
tors. 

145.  Bank  with  assets  of  $25  to  $50  million 

The  bank  was  under  the  constraints  of  an  Order  to 
Cease  and  Desist  which  required,  among  other  things, 
a  plan  to  maintain  adequate  capitalization.  In  spite  of 
this  requirement,  the  bank's  capital  became  threat¬ 
ened  as  the  result  of  a  large  volume  of  loan  losses. 

An  Amended  Order  to  Cease  and  Desist  required  ad¬ 
ditional  capital  and  a  new  chief  executive  officer. 

146.  Bank  with  assets  of  $25  to  $50  million 

The  bank  was  affiliated  by  common  ownership  with  a 
state  bank  suffering  liquidity  problems.  The  bank  pur¬ 
chased  a  number  of  participations  from  an  affiliate 
which  had  already  been  criticized  by  the  affiliate's 
regulator  or  which  were  of  poor  credit  quality  and  not 
supported  by  current  and  satisfactory  credit  informa¬ 
tion  This  caused  deterioration  in  the  condition  of  the 
bank  and  a  significant  increase  in  classified  loans.  It 


also  caused  violations  of  12  USC  371c  prohibiting  a 
member  bank  from  acquiring  a  "low  quality  asset" 
from  an  affiliate. 

A  Notice  of  Charges  and  a  Temporary  Order  to  Cease 
and  Desist  were  issued.  The  Notice  of  Charges  al¬ 
leged  violations  of  12  USC  371c  and  the  purchase  of 
participations  without  obtaining  current  and  satisfac¬ 
tory  credit  information.  The  Temporary  Order  to  Cease 
and  Desist  prohibited  violations  of  12  USC  371c  and 
acquisition  of  participations  from  an  affiliate  unless 
supported  by  current  credit  information  and  the  sound 
worth  of  the  borrower.  The  Order  also  required  correc¬ 
tion  of  existing  violations.  An  administrative  hearing  is 
pending. 

147.  Bank  with  assets  of  $25  to  $50  million 

The  bank’s  criticized  assets  had  increased  and  re¬ 
sulted  primarily  from  poor  loan  administration.  Many 
loans  lacked  current  credit  information  and  were  delin¬ 
quent.  The  bank  was  in  need  of  a  comprehensive 
funds  management  policy  and  capital  plan.  A  violation 
of  12  USC  84  was  noted. 

An  Amended  Order  to  Cease  and  Desist  was  issued. 
The  bank’s  president  continued  to  be  prohibited  from 
extending  credit.  The  bank  was  required  to  analyze  its 
capital  needs  and  develop  a  capital  program.  A  vio¬ 
lation  of  1 2  USC  84  was  to  be  corrected.  The  bank  was 
restricted  from  making  loans  to  criticized  borrowers 
unless  such  loans  were  in  the  best  interests  of  the 
bank.  The  bank  was  required  to  adhere  to  its  existing 
revised  lending  policies  and  to  implement  a  funds 
management  policy.  The  bank  was  also  required  to 
obtain  current  credit  information. 

148.  Bank  with  assets  of  $50  to  $100  million 

The  bank’s  loan  portfolio  continued  to  deteriorate  The 
bank’s  audit  function  was  inadequate  and  lacked  inde¬ 
pendence.  The  bank  did  not  have  an  adequate  allow¬ 
ance  for  possible  loan  losses,  its  funds  management 
policy  was  not  adequate,  and  it  had  significant  elec¬ 
tronic  data  processing  deficiencies. 

A  Formal  Agreement  required  the  board  to  increase  its 
membership  by  two  independent  directors  and  to  re¬ 
view  the  bank’s  existing  management  structure.  The 
bank  was  also  required  to  develop  an  internal  loan 
review  system  and  a  program  to  eliminate  criticized 
assets.  The  bank  was  prohibited  from  extending  credit 
to  bank  officers  or  employees  without  the  prior  ap¬ 
proval  of  a  disinterested  majority  of  the  board.  The 
bank  was  required  to  maintain  and  obtain  current 
credit  information,  develop  a  collection  program, 
amend  its  lending  policy,  review  its  allowance  for  pos- 
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sible  loan  losses  quarterly,  modify  its  investment  pol¬ 
icy,  and  implement  a  funds  management  policy.  In 
addition,  the  bank  was  to  develop  a  comprehensive 
audit  program  and  eliminate  electronic  data  process¬ 
ing  deficiencies. 

149.  Bank  with  assets  of  $25  to  $50  million 

The  bank's  loan  portfolio  had  deteriorated  substan¬ 
tially  and  existing  management  was  not  considered 
competent.  Heavy  loan  losses,  inadequate  capital  and 
numerous  violations  of  law  were  revealed  during  an 
examination  of  the  bank.  Violations  of  a  prior  Agree¬ 
ment  with  the  Comptroller  were  discovered. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
develop  a  capital  plan;  hire  a  new  chief  executive 
officer;  eliminate  violations  of  law,  including  12  USC 
84:  and  employ  an  independent  outside  counsel  to 
evaluate  the  liability  of  the  board  of  directors  for  vio¬ 
lations  of  12  USC  84.  The  bank  was  also  ordered  to 
comply  with  its  existing  lending  policy  and  develop  a 
criticized  asset  program.  The  bank  was  to  obtain  ade¬ 
quate  credit  information  and  collateral  prior  to  making 
loans,  to  develop  programs  to  improve  collection 
efforts  and  establish  an  internal  loan  review  system,  to 
review  the  allowance  for  possible  loan  losses  quarterly 
and  maintain  it  at  an  adequate  level,  to  develop  an 
earnings  program,  to  restrict  dividends,  and  to  de¬ 
velop  a  written  funds  management  policy. 

150.  Bank  with  assets  of  $25  to  $50  million 

Insider  abuses  resulted  in  violations  of  12  USC  84  and 
375a  and  b  and  12  CFR  215.  Poor  lending  practices 
led  to  increased  classified  assets,  inadequate  allow¬ 
ance  for  possible  loan  losses,  poor  earnings  and  defi¬ 
cient  capital.  A  prior  Agreement  with  the  Comptroller 
was  also  violated. 

A  Notice  of  Charges  was  served  alleging  that  the  inor¬ 
dinate  increase  in  classified  assets,  inadequate  allow¬ 
ance  for  possible  loan  losses,  poor  earnings,  inade¬ 
quate  capital  and  violations  of  the  Agreement  with  the 
Comptroller  constituted  unsafe  and  unsound  banking 
practices  Violation  of  law  and  insider  abuses  were 
also  charged  in  the  Notice.  An  administrative  hearing 
is  pending. 

151.  Bank  with  assets  of  less  than  $25  million 

The  bank's  classified  assets  had  sharply  increased, 
numerous  violations  of  law  were  discovered  and  capi¬ 
tal  and  the  allowance  for  possible  loan  losses  were 
inadequate.  The  bank’s  loan  administration  was  inef¬ 
fective  with  liberal  extensions  and  renewals. 

A  Notice  of  Charges  and  an  Order  to  Cease  and 
Desist  were  issued.  The  Order  to  Cease  and  Desist 


required  the  bank  to  correct  violations  of  law,  evaluate 
management,  employ  a  senior  lending  officer  and  es¬ 
tablish  a  senior  loan  committee.  The  bank  was  also 
required  to  review  its  loan  policies,  revise  its  loan  ad¬ 
ministration  program,  develop  a  program  to  eliminate 
criticized  assets,  and  develop  credit  information  The 
bank  was  also  required  to  review  its  allowance  for 
possible  loan  losses  at  least  quarterly  and  review  its 
funds  management  policy.  The  bank's  present  and 
future  capital  needs  required  analysis  and  dividends 
were  restricted.  In  addition,  the  bank  had  to  develop  a 
written  earnings  plan  and  a  comprehensive  investment 
policy.  The  bank  was  to  develop  a  comprehensive 
code  of  ethics  and  establish  a  directors’  compliance 
committee  to  ensure  compliance  with  the  Order. 

152.  Bank  with  assets  of  less  than  $25  million 

The  bank  had  been  operating  under  the  provisions  of 
an  Order  to  Cease  and  Desist;  however,  continued 
deterioration  necessitated  amending  that  document. 
The  bank  was  in  need  of  a  capital  injection  as  well  as 
the  services  of  a  chief  executive  officer.  Classified 
assets  continued  to  deteriorate.  Violations  of  law  were 
noted  and  vacancies  remained  unfilled  on  the  board  of 
directors. 

An  Amended  Cease  and  Desist  Order  was  issued  to 
require  the  bank  to  increase  and  maintain  its  capital, 
as  well  as  retain  the  services  of  a  new  chief  executive 
officer.  The  bank  was  also  required  to  implement  a 
written  internal  loan  review  system,  eliminate  violations 
of  law  and  fill  the  board  vacancies. 

153.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  a  sizeable  increase  in  criti¬ 
cized  assets,  a  continued  high  level  of  delinquent 
loans  and  loans  not  supported  by  financial  informa¬ 
tion,  and  numerous  violations  of  law.  The  previous  ex¬ 
amination  had  revealed  many  deficiencies  in  the  con¬ 
sumer  area  and  an  Agreement  was  entered  into  which 
addressed  the  areas  of  concern.  Compliance  with  the 
Agreement  was  essentially  achieved.  The  increase  in 
criticized  assets  is  attributed  to  weak  credit  admin¬ 
istration  and  recessed  economic  conditions.  Improved 
supervision  is  also  needed  in  the  areas  of  asset/liability 
management.  The  allowance  for  possible  loan  losses 
is  adequate  but  proper  procedures  are  not  used  in 
review  of  the  allowance. 

A  Formal  Agreement  was  executed  which  required  the 
bank  to:  (1)  correct  all  violations  of  law  and  establish 
procedures  to  prevent  recurrences,  (2)  evaluate  the 
sufficiency  and  competency  of  the  officer  staff.  (3) 
develop  a  program  to  eliminate  criticized  assets,  (4) 
adopt  a  written  program  to  provide  for  improved  col¬ 
lection  efforts,  (5)  certify  in  writing  that  assets  listed  for 
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charge-off  have  been  charged  off,  (6)  obtain  and 
maintain  satisfactory  credit  information  on  all  loans 
lacking  such  information,  (7)  review  and  maintain  an 
adequate  allowance  for  possible  loan  losses,  (8)  revise 
the  bank's  existing  lending  policies,  (9)  adopt  and 
implement  a  written  funds  management  policy,  (10) 
develop  and  implement  a  compliance  audit  program 
designed  to  achieve  compliance  with  consumer  laws 
and  regulations,  and  (1 1)  provide  monthly  reports  de¬ 
tailing  corrective  action  being  taken  and  results  of 
those  actions. 

154.  Bank  with  assets  of  more  than  $1  billion 

An  examination  revealed  continued  deterioration  in  the 
quality  of  the  loan  portfolio,  reflected  in  part  by  a  high 
level  of  classified  assets.  A  large  portion  of  the  poor 
quality  loans  originated  after  new  management  had 
been  employed.  The  loan  portfolio  contained  con¬ 
centrations  in  the  oil  and  gas  and  real  estate  construc¬ 
tion  industries.  Both  those  areas  of  the  portfolio  had 
grown  rapidly  over  the  past  year,  and  both  industries 
were  in  a  state  of  decline.  Deficiencies  existed  in  the 
quality  of  both  those  areas  of  the  portfolio  and  in  their 
administration.  Depth  and  training  of  management 
was  deficient.  Another  major  problem  was  low  liquidity 
and  excessive  dependence  on  overnight  federal 
funds  Capital  was  strained  and  the  bank's  return  on 
assets  was  declining. 

A  Formal  Agreement  designed  to  address  the  bank’s 
problems  was  signed  with  the  board  of  directors.  Be¬ 
cause  of  the  volatile  nature  of  the  situation,  the  Agree¬ 
ment  was  enforceable  to  the  same  extent  as  an  out¬ 
standing  and  final  order.  The  board  was  required  to 
implement  a  plan  to  improve  the  loan  portfolio,  ad¬ 
dressing  loan  growth  relative  to  the  capital  structure, 
funding  sources  and  administrative  responsibilities. 
Revision  of  lending  and  loan  administration  policies 
was  required  to  address  specific  deficiencies  noted 
during  the  examination.  Extensions  of  credit  that  did 
not  conform  with  the  bank's  loan  policies  were  prohib¬ 
ited.  Current  credit  information  and  collateral  docu¬ 
mentation  were  to  be  obtained.  All  oil  and  gas  produc¬ 
tion  loans  were  to  be  reviewed  to  determine  their 
present  value.  Executive  approval  was  required  before 
certain  real  estate  loans  could  be  made.  An  analysis  of 
management  lending  limits,  staffing,  and  training  was 
required,  with  appropriate  action  on  identified  defi¬ 
ciencies  to  be  taken.  The  Agreement  also  required  a 
financial  plan  including  an  increase  in  the  bank’s  capi¬ 
tal  ratio  to  a  specified  percentage  within  6  months.  The 
plan  was  also  to  address  dividends  and  gave  the 
regional  administrator  the  right  to  disapprove  any  divi¬ 
dend  The  allowance  for  possible  loan  losses  and 
earnings  were  also  addressed.  Of  major  importance 
was  a  funds  management  plan  which  was  to  require 
the  maintenance  of  stable  funding.  Revisions  to  the 


liquidity  and  liability  management  policies  were  to  ad¬ 
dress  identified  deficiencies.  Minor  violations  of  law 
and  periodic  reports  to  this  Office  were  also  required. 

155.  Bank  with  assets  of  $50  to  $100  million 

The  examination  revealed  deterioration  in  the  overall 
condition  of  the  bank,  excessive  levels  of  criticized 
assets,  high  levels  of  past-due  loans  and  high  levels  of 
loan  losses.  This  deterioration  was  due,  in  part,  to 
imprudent  lending  practices,  lax  supervision  and  poor 
economic  conditions. 

A  Formal  Agreement  required  the  bank  to  develop  a 
program  for  criticized  assets  and  prohibit  further  ex¬ 
tensions  of  credit  to  criticized  borrowers  and  obtain 
and  maintain  current  and  satisfactory  credit  informa¬ 
tion.  The  Agreement  required  the  board  to:  (1)  imple¬ 
ment  written  procedures  to  improve  the  bank’s  collec¬ 
tion  efforts,  (2)  review  and  revise  the  bank's  lending 
policy  and  internal  loan  review  system,  (3)  review  the 
adequacy  of  the  allowance  for  possible  loan  losses, 
(4)  adopt  and  implement  written  guidelines  for  the 
management  of  the  bank’s  assets  and  liabilities,  (5) 
implement  a  profit  program,  (6)  develop  a  written  capi¬ 
tal  plan,  and  (7)  review  and  revise  the  bank’s  invest¬ 
ment  policy. 

156.  Bank  with  assets  of  $50  to  $100  million 

The  bank's  criticized  assets  had  increased  substan¬ 
tially  as  had  credit  exceptions  and  past-due  loans. 
There  were  also  several  violations  of  law,  non- 
compliance  with  the  bank’s  lending  policy,  an  inade¬ 
quate  allowance  for  possible  loan  losses,  and  an  in¬ 
creased  reliance  on  rate-sensitive  funds. 

A  Formal  Agreement  with  the  bank  required:  correction 
of  the  violations;  a  management  staffing  plan;  a  re¬ 
structuring  of  the  bank’s  discount  committee;  revision 
of  its  lending  policies;  and  a  program  to  reduce  its 
criticized  loans,  past  due  loans  and  credit  exceptions. 
The  Agreement  also  required  the  bank  to  review  the 
adequacy  of  the  allowance  for  possible  loan  losses  on 
a  periodic  basis  and  develop  an  earnings  program 
and  a  funds  management  program. 

157.  Bank  with  assets  of  less  than  $25  million 

A  general  examination  disclosed  that  the  overall  finan¬ 
cial  condition  of  the  bank,  which  was  already  operat¬ 
ing  under  a  written  Formal  Agreement,  had  deterio¬ 
rated  so  rapidly  and  to  such  an  extreme  extent  as  to 
pose  a  critical  threat  to  the  bank's  continued  existence 
as  a  viable  independent  financial  entity.  The  prelimi¬ 
nary  results  disclosed  classified  assets  equal  to  274 
percent  of  gross  capital  funds,  including  very  high 
levels  of  doubtful  and  loss.  The  allowance  for  possible 
loan  losses  had  been  totally  depleted  and  equity  capi- 
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tal  stood  at  approximately  2  percent  of  total  assets. 
The  examination  also  revealed  numerous  violations  of 
laws  and  regulations  and  virtual  total  noncompliance 
with  the  requirements  of  the  written  Formal  Agreement. 
Senior  management  was  wholly  inadequate  to  satis¬ 
factorily  address  and  resolve  the  bank's  critical  defi¬ 
ciencies. 

A  Notice  of  Charges  and  Temporary  Order  to  Cease 
and  Desist  were  issued  to  address  the  bank’s  most 
critical  problems  pending  the  completion  of  a  final 
cease  and  desist  proceeding.  The  Temporary  Order 
required  the  board  to:  undertake  all  actions  necessary 
to  provide  the  bank  with  new  equity  capital,  in  an 
amount  specified  by  the  Comptroller,  within  4  weeks; 
appoint  a  new  chief  executive  officer;  and  appoint  a 
new  senior  lending  officer.  The  Order  prohibited  addi¬ 
tional  advances  to  borrowers  with  criticized  loans  ex¬ 
cept  under  certain  specified  circumstances  and  re¬ 
quired  the  board  to  take  all  actions  necessary  to 
immediately  correct  each  existing  violation  of  12  USC 
84  and  to  prevent  any  future  violations  of  that  statute. 

158.  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  that  the  bank's  condition 
had  deteriorated  because  of  excessive  classified  as¬ 
sets  and  substantial  loan  losses.  Classified  assets  had 
increased  to  110  percent  of  gross  capital  funds  from 
37  percent  at  the  previous  examination.  The  deteriora¬ 
tion  in  asset  quality  is  attributable  to  poor  loan  admin¬ 
istration,  overreliance  on  collateral  values,  liberal  re¬ 
newal  policies,  inadequate  financial  information  and 
the  depressed  agricultural  economy.  Heavy  loan 
losses  during  1982  will  result  in  a  loss  for  the  year. 
Violations  of  12  USC  84,  375b  and  12  CFR  215  were 
cited. 

A  Formal  Agreement  required  the  board  to:  (1 )  develop 
a  written  program  designed  to  remove  each  criticized 
asset  from  that  status,  (2)  establish  an  effective  prob¬ 
lem  loan  identification  and  review  system,  (3)  imple¬ 
ment  procedures  to  ensure  removal  of  nonperforming 
loans  from  accrual  status  and  stop  adding  unpaid 
interest  to  principal  when  renewing  loans  of  question¬ 
able  collectibility,  (4)  adopt  an  acceptable  compre¬ 
hensive  lending  policy,  (5)  rev-few  the  adequacy  of  the 
allowance  for  possible  loan  losses  quarterly  and  in¬ 
crease  the  allowance  to  1 .5  percent  of  total  loans,  (6) 
develop  a  system  to  ensure  that  complete  credit  files 
are  maintained,  including  analyzing  current  financial 
information  and  complete  collateral  documentation, 
(7)  institute  a  program  to  improve  and  sustain  the 
bank’s  profitability,  including  realistic  earnings  goals, 
operating  plans  and  detailed  budgets  for  fiscal  1982 
and  1983,  (8)  adopt  comprehensive  investment  and 
asset/liability  management  policies  and  procedures, 
(9)  institute  a  satisfactory  written  audit  program,  (10) 


correct  existing  violations  and  establish  procedures  to 
ensure  against  future  violations,  (1 1 )  adopt  written  pro¬ 
cedures  which  govern  the  identification,  review  and 
collection  of  delinquent  loans,  (12)  hire  a  new  and 
capable  senior  lending  officer,  and  (13)  prepare  a 
written  analysis  of  the  bank's  management  needs  that 
include  positions,  qualifications  and  compensation. 

159.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  this  bank  revealed  a  deteriorating 
trend  in  asset  quality.  Classified  assets,  primarily 
loans,  increased  to  76  percent  of  gross  capital  funds 
from  46  percent  at  the  previous  examination.  The  de¬ 
cline  in  asset  quality  is  attributed  to  weak  lending 
practices  aggravated  by  the  depressed  agricultural 
economy.  Historically  earnings  have  been  acceptable; 
however,  a  sizable  provision  to  create  an  allowance  for 
possible  loan  losses  and  cover  loan  charge-offs  will 
likely  result  in  poor  earnings  for  fiscal  1982.  Violations 
of  12  USC  84  and  371  were  cited.  Management  and 
staff  have  not  previously  committed  themselves  to  re¬ 
versing  the  present  adverse  trend. 

A  Memorandum  of  Understanding  required  the  board 
to:  (1)  develop  and  implement  a  written  program  de¬ 
signed  to  remove  each  classified  asset  from  that  sta¬ 
tus,  (2)  implement  an  acceptable  system  to  ensure 
adequate  credit  information  is  obtained  and  analyzed 
on  all  borrowers,  (3)  adopt  a  comprehensive  written 
loan  policy,  (4)  establish  an  effective  problem  loan 
identification  system,  (5)  maintain  an  adequate  allow¬ 
ance  for  possible  loan  losses,  (6)  implement  pro¬ 
cedures  to  ensure  that  future  violations  of  the  banking 
statutes  do  not  occur,  (7)  adopt  a  comprehensive  writ¬ 
ten  asset  and  liability  management  policy,  (8)  imple¬ 
ment  a  comprehensive  capital  plan  to  maintain  a  satis¬ 
factory  level  of  capitalization,  and  (9)  establish 
procedures  to  ensure  compliance  with  all  adopted 
bank  policies. 

160.  Bank  with  assets  of  $25  to  $50  million 

The  examination  revealed  an  excessive  volume  of  clas¬ 
sified  assets,  poor  earnings,  inadequate  capital,  and  a 
deficient  allowance  for  possible  loan  losses.  These 
problems  are  largely  attributed  to  inexperienced  man¬ 
agement  and  weak  board  supervision.  Classified  as¬ 
sets  represented  83  percent  of  gross  capital  funds, 
with  more  severe  classifications  than  at  the  previous 
examination.  Heavy  loan  losses  at  the  examination 
eliminated  the  allowance  for  possible  loan  losses  and 
current  earnings  and  reduced  the  already  inadequate 
capital  position.  A  violation  of  12  USC  84  was  cited 

A  Formal  Agreement  required  the  board  to  ( 1 )  develop 
and  implement  a  written  program  to  remove  each 
criticized  asset  from  that  status,  (2)  adopt  a  system  to 
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ensure  that  complete  credit  files  are  maintained,  in¬ 
cluding  analysis  of  current  financial  information  and 
complete  collateral  documentation,  (3)  implement  a 
comprehensive  written  capital  plan,  (4)  establish  a 
program  to  improve  and  sustain  the  bank's  profitability 
that  includes  realistic  earnings  goals,  operating  plans, 
and  detailed  budgets  for  fiscal  1982  and  1983  as  well 
as  plans  to  improve  the  bank's  weak  net  interest  mar¬ 
gin,  (5)  review  the  adequacy  of  the  allowance  for  pos¬ 
sible  loan  losses  quarterly  and  increase  the  allowance 
to  a  level  sufficient  to  cover  identified  risk  in  the  port¬ 
folio  and  provide  a  cushion  for  unexpected  losses,  (6) 
request  approval  for  all  dividend  payments  from  the 
regional  adminstrator,  (7)  hire  a  new  and  capable  se¬ 
nior  lending  officer,  (8)  prepare  a  written  analysis  of  the 
bank's  management  needs  that  includes  positions, 
qualifications,  and  compensation,  (9)  adopt  written 
procedures  to  govern  the  identification,  review,  and 
collection  of  delinquent  loans,  and  (10)  correct  all  ex¬ 
isting  violations  of  law. 

161.  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  that  the  bank's  condition 
had  deteriorated  because  of  excessive  classified  as¬ 
sets,  poor  earnings  and  ineffective  management. 
Classified  assets  represented  60  percent  of  gross  cap¬ 
ital  funds.  Earnings  figures  for  the  first  quarter  of  1982 
showed  an  operating  loss  largely  caused  by  loan 
losses  and  inadequate  net  interest  margins.  Primary 
capital  equalled  only  4.98  percent  of  total  assets  be¬ 
cause  of  historically  poor  earnings  and  substantial 
dividends.  Violations  of  12  USC  61  and  371  d,  and  12 
CFR  217  were  noted  during  the  examination.  Also, 
numerous  violations  of  the  Municipal  Securities 
Rulemaking  Board’s  rules  were  disclosed. 

A  Formal  Agreement  required  the  board  to:  (1 )  develop 
a  written  program  designed  to  remove  each  criticized 
asset  from  that  status,  (2)  provide  adequate  staffing  of 
the  lending  area,  (3)  strengthen  the  criteria  for  granting 
loans  to  insiders,  (4)  obtain  and  maintain  adequate 
credit  information,  (5)  establish  a  satisfactory  internal 
problem  loan  identification  system,  (6)  revise  the  lend¬ 
ing  policy,  (7)  implement  effective  asset/liability  man¬ 
agement  policies  and  procedures,  (8)  establish  realis¬ 
tic  earnings  goals,  operating  plans,  and  detailed 
budgets  for  1982  and  1983,  (9)  approve  management 
fees  paid  to  the  holding  company,  (10)  adopt  a  com¬ 
prehensive  capital  plan  to  ensure  that  a  satisfactory 
level  of  capital  is  maintained,  (11)  analyze  the  bank’s 
management  needs,  and  (12)  institute  procedures  to 
ensure  that  future  violations  of  banking  statutes  do  not 
occur 

162.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  significant  deterioration  be¬ 
cause  of  excessive  classified  assets.  Classified  assets 


as  a  percent  of  gross  capital  funds  increased  from  49 
percent  at  the  previous  examination  to  82  percent. 
Narrow  collateral  margins  pose  the  threat  of  significant 
future  losses  unless  management  initiates  corrective 
action.  Several  violations  of  12  USC  84  were  again 
cited. 

A  Memorandum  of  Understanding  required  the  board 
to:  (1)  develop  a  plan  to  remove  each  criticized  asset 
from  the  criticized  status,  (2)  adopt  a  written  loan 
policy,  (3)  implement  an  effective  internal  loan  review 
system,  including  compilation  of  a  monthly  problem 
loan  list,  (4)  maintain  an  adequate  allowance  for  possi¬ 
ble  loan  losses  and  establish  an  adequacy  program, 
and  (5)  correct  violations  and  implement  measures  to 
ensure  compliance  with  banking  laws  and  regulations. 

163.  Bank  with  assets  of  less  than  $25  million 

An  examination  disclosed  significant  deterioration  be¬ 
cause  of  excessive  criticized  assets,  insufficient  liqui¬ 
dity  and  financial  planning,  and  many  deficiencies  in 
the  accuracy  and  integrity  of  the  financial  accounting 
and  recordkeeping  systems.  Classified  assets  in¬ 
creased  significantly,  from  22  percent  of  gross  capital 
funds  at  the  previous  examination  to  69  percent. 
Doubtful  and  loss  totals  were  high.  The  reasons  behind 
the  deterioration  in  asset  quality  were  weak  lending 
practices,  3  consecutive  years  of  crop  damage  or 
loss,  and  depressed  agricultural  economic  conditions. 
Numerous  deficiencies  were  evident  in  the  bank’s  fi¬ 
nancial  accounting  and  recordkeeping  systems.  In 
particular,  considerable  interest  income  is  generated 
by  refinancing  unpaid  interest:  abnormally  high  inter¬ 
est  earned  but  not  collected  and  lack  of  a  deferred  tax 
account  are  additional  problems.  Violations  of  12  USC 
84  and  371c  and  12  CFR  215  were  noted  during  the 
examination.  Liquidity  was  weak,  with  an  average  loan 
to  deposit  ratio  of  over  90  percent,  a  low  volume  of 
investment  securities,  and  no  formally  identified  alter¬ 
nate  funding  sources. 

A  Formal  Agreement  required  the  board  to:  (1 )  develop 
a  written  program  designed  to  remove  each  criticized 
asset  from  that  status,  (2)  establish  more  stringent 
collection  procedures  for  delinquent  loans,  (3)  obtain 
and  maintain  adequate  credit  information,  (4)  adopt  a 
more  comprehensive  written  loan  policy,  (5)  develop 
an  effective  problem  loan  identification  system,  (6) 
establish  procedures  to  remove  nonperforming  loans 
from  accrual  status,  discontinuing  the  practice  of 
adding  unpaid  interest  to  loans  of  questionable  collec¬ 
tibility,  (7)  review  the  adequacy  of  the  allowance  for 
possible  loan  losses  quarterly,  (8)  develop  a  plan  to 
ensure  liquidity  is  maintained  at  a  prudent  level,  and 
(9)  establish  acceptable  asset/liability  management 
policy  and  procedures. 
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164.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  significant  deterioration  in 
the  bank's  condition.  Classified  assets  equalled  109 
percent  of  gross  capital  funds.  The  probability  for  sig¬ 
nificant  future  loan  loss  was  high  in  light  of  the  nature  of 
the  credits  and  management’s  lack  of  loan  administra¬ 
tion  expertise.  Problem  credits  were  typically  agricul¬ 
ture-  and  energy-related.  Approximately  35  percent  of 
the  classified  loans  were  doubtful  and  loss.  Primary 
capital  had  declined  from  9.36  percent  of  total  assets 
at  the  previous  examination  to  7.65  percent.  Earnings 
were  poor,  and  1982  semiannual  figures  reflected  an 
operating  loss  because  of  heavy  loan  losses  and  de¬ 
clining  net  interest  margins  Violations  of  12  USC  84 
were  cited. 

A  Formal  Agreement  required  the  board  to:  (1 )  develop 
and  implement  a  written  program  designed  to  remove 
each  criticized  asset  from  that  status,  (2)  employ  a 
qualified  senior  lending  officer,  (3)  obtain  and  maintain 
adequate  credit  information,  (4)  develop  more  strin¬ 
gent  collection  procedures  for  delinquent  loans,  (5) 
institute  procedures  to  eliminate  all  loan  collateral  ex¬ 
ceptions  and  prevent  future  exceptions,  (6)  develop  an 
effective  problem  loan  identification  system,  (7)  review 
the  adequacy  of  the  allowance  for  possible  loan  losses 
quarterly,  (8)  establish  procedures  to  remove  non-per¬ 
forming  loans  from  accrual  status  and  discontinue 
adding  unpaid  interest  to  loans  of  questionable  collec¬ 
tibility,  (9)  implement  collection  procedures  on  loans 
previously  charged  off,  (10)  establish  procedures  to 
ensure  that  future  violations  of  the  banking  statutes  do 
not  occur,  (11)  develop  a  capital  plan  to  maintain  a 
satisfactory  level  of  capital,  and  (12)  request  approval 
for  all  divident  payments  from  the  regional  administra¬ 
tor. 

165.  Bank  with  assets  of  less  than  $25  million 

An  examination  disclosed  significant  problems  in  the 
lending  area.  Classified  assets  were  79  percent  of 
gross  capital  funds  with  a  substantial  portion  esti¬ 
mated  as  loss.  The  problems  largely  stem  from  over¬ 
lending.  inattentive  loan  portfolio  management,  and  a 
depressed  agricultural  economy.  Heavy  loan  losses 
and  decreasing  net  interest  margin  should  contribute 
to  an  operating  loss  for  1982.  Primary  capital  is  cur¬ 
rently  adequate  but  is  rapidly  shrinking.  Violations  of 
12  USC  84  and  12  CFR  215  were  cited. 

A  Formal  Agreement  required  the  board  to:  (1 )  develop 
and  implement  a  written  program  designed  to  remove 
each  classified  asset  from  that  status,  (2)  obtain  and 
maintain  adequate  credit  information,  (3)  increase  the 
allowance  for  possible  loan  losses  to  an  adequate 
amount  and  perform  realistic  quarterly  reviews,  (4)  de¬ 
velop  realistic  earnings  goals,  operating  plans,  and 


detailed  budgets  for  fiscal  1983  and  1984,  (5)  adopt 
effective  asset/liability  management  policies  and  pro¬ 
cedures,  (6)  develop  and  implement  a  comprehensive 
capital  plan  to  ensure  that  a  satisfactory  level  of  cap¬ 
italization  is  maintained,  (7)  institute  a  satisfactory  au¬ 
dit  program,  (8)  establish  procedures  to  ensure  that 
future  violations  of  the  banking  statutes  do  not  occur, 
(9)  adopt  a  satisfactory  investment  policy,  and  (10) 
initiate  adequate  internal  controls  for  the  individual 
retirement  accounts. 

166.  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  a  decline  in  the  condition  of 
the  bank.  Excessive  classified  assets  were  the  result  of 
a  lack  of  sound  policies  and  practices,  poor  loan  ad¬ 
ministration  by  the  previous  vice  president,  and  an 
ineffective,  insider-dominated  board.  Classified  assets 
had  jumped  to  146  percent  of  gross  capital  funds,  a 
substantial  portion  of  which  was  classified  loss  and 
doubtful.  Loan  losses  at  this  examination  resulted  in 
deficit  earnings  for  the  first  6  months  of  1982.  Con¬ 
tinued  earnings  problems  are  anticipated  because  of 
an  excessive  asset-sensitive  position,  declining  net 
interest  margins,  and  liberal  dividend  practices.  The 
allowance  for  possible  loan  losses  and  capital  are  only 
marginal.  Numerous  violations  of  law  and  weaknesses 
in  internal  management  reporting,  accounting,  control, 
and  audit  systems  have  been  cited. 

A  Formal  Agreement  required  the  board  to:  (1 )  develop 
and  implement  a  plan  to  remove  each  criticized  asset 
from  its  criticized  status,  (2)  enforce  the  loan  policy 
adopted  by  the  board,  (3)  implement  and  utilize  a 
problem  loan  identification  system,  (4)  develop  and 
use  improved  management  reporting  systems,  (5)  uti¬ 
lize  complete  and  accurate  accounting  systems  and 
records,  (6)  develop  and  implement  a  formal  asset 
liability  management  plan,  (7)  institute  formal  budget 
procedures,  and  (8)  review  the  adequacy  of  the  allow¬ 
ance  for  possible  loan  losses  quarterly. 

167.  Bank  with  assets  of  less  than  $25  million 

The  examination  disclosed  an  unsatisfactory  condition 
arising  from  problems  in  the  lending  and  funds  man¬ 
agement  areas.  Classified  assets,  mainly  loans, 
equaled  111  percent  of  gross  capital  funds,  with  a 
significant  level  of  loss  and  doubtful.  Liberal  lending 
policies  and  unfavorable  economic  conditions  were 
responsible  for  the  poor  quality  of  the  loan  portfolio 
Collection  procedures  were  less  than  satisfactory  and 
management  continued  to  permit  liberal  repayment 
terms.  Earnings  had  been  curtailed  by  imprudent 
funds  management  decisions  and  hefty  loan  losses 
Despite  management  efforts  to  improve  the  rate  sen¬ 
sitivity  position,  the  bank’s  short  term  position  remains 
very  liability  sensitive.  A  violation  of  12  USC  84  was 
cited. 
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A  Formal  Agreement  required  the  board  to:  ( 1 )  acquire 
a  capable  senior  lending  officer,  (2)  acquire  a  new, 
capable  chief  executive  officer  if  the  condition  of  the 
bank  does  not  show  signs  of  improvement  within  6 
months,  (3)  develop  and  implement  a  written  program 
designed  to  remove  each  criticized  asset  from  that 
status,  (4)  establish  effective  collection  procedures, 

(5)  obtain  and  maintain  adequate  credit  information, 

(6)  revise  bank’s  lending  policy,  (7)  perform  a  review  of 
the  internal  problem  loan  identification  system,  making 
any  amendments  necessary  to  provide  the  bank  with 
an  effective  system  for  identifying  problem  credits,  (8) 
increase  the  allowance  for  possible  loan  losses  to  an 
acceptable  level  and  review  it  quarterly  to  ensure  its 
continuing  adequacy,  and  (9)  conduct  a  review  of  the 
bank’s  funds  management  policy,  making  any  amend¬ 
ments  necessary  to  provide  the  bank  with  an  effective 
asset/liability  management  program. 

168.  Bank  with  assets  of  more  than  $1  billion 

Examination  revealed  continued  deterioration  of  the 
bank's  overall  condition.  Asset  quality  was  unsatisfac¬ 
tory;  criticized  assets  equaled  73  percent  of  gross 
capital  funds  and  delinquent  and  nonaccrual  loans 
and  loan  losses  were  excessive.  The  bank’s  asset 
quality  deterioration  was  attributable  in  large  part  to 
poor  lending  supervision.  Management  had  failed  to 
identify  and  address  asset  quality  problems  as  they 
developed.  The  examination  also  indicated  over- 
reliance  on  real  estate  collateral,  lack  of  adherence  to 
loan  policies,  inadequate  credit  analysis,  excessive 
loan  rewrites,  and  capitalization  of  interest  on  seriously 
delinquent  loans.  Other  identified  deficiencies  in¬ 
cluded  poor  earnings,  inadequate  allowance  for  pos¬ 
sible  loan  losses,  marginally  adequate  capital,  im¬ 
proper  trading  activities,  and  inadequate  investment 
and  funds  management  policies.  Inadequate  board 
and  management  supervision  was  evident  in  all  key 
operational  areas.  The  examination  disclosed  several 
violations  of  laws,  rules  and  regulations. 

A  Formal  Agreement  required:  (1)  appointment  of  a 
compliance  committee  to  monitor  adherence  to  the 
provisions  of  the  Agreement,  (2)  a  study  by  the  com¬ 
pliance  committee  of  the  board’s  effectiveness  and  the 
adequacy  and  structure  of  current  management  which 
vyould  form  the  basis  for  a  plan  to  correct  identified 
deficiencies,  (3)  correction  of  all  violations  of  laws, 
rules  and  regulations  and  the  adoption  of  procedures 
to  prevent  recurrence,  (4)  implementation  of  a  written 
program  to  improve  the  quality  of  criticized  assets,  (5) 
no  extensions  of  additional  credit  to  criticized  bor¬ 
rowers,  except  under  certain  delineated  circum¬ 
stances,  (6)  a  review  and  revision  of  the  bank's  loan 
policy,  (7)  30  days  written  notice  to  the  regional  admin¬ 
istrator  before  the  declaration  or  payment  of  any  divi¬ 
dend,  (8)  current  and  satisfactory  credit  information  on 


all  loans,  (9)  adoption  of  a  written  program  to  provide 
for  improved  collection  efforts,  (10)  implementation  of 
a  plan  providing  for  an  automated  centralized  liability 
system,  (11)  implementation  of  an  independent  inter¬ 
nal  loan  review  system,  immediate  increase  of  the 
bank’s  allowance  for  possible  loan  losses  to  an  ade¬ 
quate  level  and  its  maintenance,  (12)  a  written  pro¬ 
gram  to  improve  the  bank’s  earnings,  (13)  a  written 
analysis  of  the  bank’s  ongoing  capital  needs  and  de¬ 
velopment  of  a  3-year  capital  plan,  (1 4)  a  written  analy¬ 
sis  of  the  bank’s  investment  portfolio  and  review  and 
revision  of  the  written  investment  policy,  (15)  determi¬ 
nation,  by  the  board,  with  the  assistance  of  a  consul¬ 
tant,  of  whether  the  bank's  trading  activities  are  being 
conducted  in  accordance  with  generally  accepted  ac¬ 
counting  principles,  (16)  review  and  revision  of  the 
bank’s  funds  management  policy,  (17)  implementation 
of  a  comprehensive  data  processing  system,  (18)  a 
complete  evaluation,  by  the  compliance  committee,  of 
the  bank’s  trust  department  management  and  organi¬ 
zational  structure,  (19)  trust  audits  in  accordance  with 
12  CFR  9.9,  (20)  establishment  of  a  directors'  trust 
investment  committee,  and  (21)  comprehensive  writ¬ 
ten  policies  and  procedures  to  ensure  that  the  trust 
department  is  operated  in  conformance  with  all  ap¬ 
plicable  laws  and  regulations  and  sound  fiduciary 
principles. 

169.  Bank  with  assets  of  more  than  $1  billion 

A  general  examination  of  this  regional  bank  disclosed 
significant  deterioration  in  its  overall  condition.  Prob¬ 
lem  areas  included  mediocre  management,  excessive 
loan  losses,  inadequate  allowance  for  possible  loan 
losses,  classified  assets  equal  to  53  percent  of  gross 
capital  funds,  week  directorate  supervision,  and  un¬ 
satisfactory  earnings.  The  bank’s  asset  quality  prob¬ 
lems  were  in  large  part  attributable  to  a  lack  of  ade¬ 
quately  trained  lending  personnel,  weak  management 
supervision,  and  inadequate  policies  and  procedures. 
The  examination  also  disclosed  numerous  violations  of 
laws,  rules  and  regulations,  including  a  serious  12 
USC  84  violation. 

A  Formal  Agreement  required:  (1)  indemnification,  by 
individual  board  members,  for  losses  from  the  12  USC 
84  violation,  (2)  appointment  of  a  compliance  commit¬ 
tee  to  monitor  adherence  to  the  provisions  of  the 
Agreement,  (3)  immediate  action  to  correct  all  vio¬ 
lations  of  laws,  rules  and  regulations  and  adoption  of 
procedures  to  prevent  their  recurrence,  (4)  an  indepth 
study  of  senior  management  and  the  implementation 
of  a  written  management  plan,  (5)  implementation  of 
adequate  written  loan  portfolio  management  guide¬ 
lines,  (6)  acquisition  and  maintenance  of  current  and 
satisfactory  credit  information  on  all  extensions  of 
credit,  (7)  implementation  of  an  independent  loan  re¬ 
view  function  staffed  by  adequately  trained  and 
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qualified  personnel,  (8)  implementation  of  a  written 
program  for  eliminating  the  grounds  of  criticism  of 
criticized  assets,  (9)  extension  of  no  additional  credit 
to  borrowers  with  criticized  loans  outstanding,  except 
in  certain  specified  circumstances,  (10)  quarterly 
review  of  the  allowance  for  possible  loan  losses  and  its 
maintenance  at  an  adequate  level,  (11)  development 
and  adoption  of  a  written  strategic  business  plan,  (12) 
adoption  of  a  comprehensive  budget  process,  (13) 
review  of  the  external  audit  function  to  evaluate  the 
independence  of  the  bank's  certified  public  accoun¬ 
tants,  and  (14)  correction  of  all  internal  control  defi¬ 
ciencies. 

170.  Bank  with  assets  of  less  than  $25  million 

The  bank  had  been  previously  placed  under  a  Memo¬ 
randum  of  Understanding  covering  the  quality  of  as¬ 
sets.  Further  deterioration  in  the  asset  quality  resulted 
in  classified  assets  rising  to  63  percent  of  gross  capital 
funds  Management’s  response,  as  loan  losses 
mounted,  was  first  to  capitalize  interest  on  rewritten 
loans  and  later  to  embark  on  a  loan  extension  pro¬ 
gram.  The  effect  was  to  minimize  the  appearance  of 
problems  in  the  loan  portfolio.  Rising  loan  losses 
caused  a  decline  in  earnings,  with  return  on  assets 
reaching  zero  for  the  first  half  of  1982.  Capital,  while 
remaining  adequate,  declined  because  of  poor  earn¬ 
ings  and  the  payment  of  excessive  dividends  to  the 
holding  company  to  enable  the  holding  company  to 
service  its  debt.  Board  supervision  and  management 
appear  weak 

A  Formal  Agreement  required  the  bank  to  correct  all 
violations  of  laws  or  regulations  cited  in  reports  of 
examination,  including  violations  of  12  USC  84.  The 
board  was  required  to  conduct  a  study  of  the  manage¬ 
ment  and  prepare  a  written  staffing  and  management 
succession  plan.  The  Agreement  required  the  board  to 
employ,  with  the  approval  of  the  regional  administrator, 
a  competent  senior  lending  officer.  The  bank  was  re¬ 
quired  to  establish  a  revised  lending  policy.  The 
Agreement  mandated  improvements  in  the  loan  review 
function,  specifically,  elimination  of  grounds  for  criti¬ 
cisms,  avoidance  of  loans  to  criticized  borrowers,  and 
correction  of  the  lack  of  credit  information.  In  addition, 
the  bank  was  required  to  establish  a  program  for  main¬ 
tenance  of  an  adequate  allowance  for  possible  loan 
losses.  Finally,  the  Agreement  required  the  board  to 
prepare  a  written  financial  plan  and  budget  and  refrain 
from  declaring  dividends  unless  in  accordance  with 
12  USC  56  and  60,  sound  banking  practices  and  the 
best  interests  of  the  bank  itself. 

171.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  operating  losses  in  1981  and 
the  first  six  months  of  1982.  Poor  earnings  during  a 


time  of  rapid  asset  growth  had  reduced  capital  to  an 
unsatisfactory  level.  Primary  capital  was  5.3  percent  of 
total  assets  plus  reserves.  Efforts  to  raise  capital  had 
been  largely  unsuccessful.  The  bank’s  investment 
portfolio  was  concentrated  in  long-term,  low-yielding 
bonds.  To  improve  income  and  permit  a  dividend  to  be 
paid,  the  bank  sold  appreciated  bonds  from  its  port¬ 
folio.  That  left  the  investment  portfolio  with  a  lower  yield 
and  greater  depreciation  than  before.  The  net  de¬ 
preciation  in  value  of  the  investments  equalled  92  per¬ 
cent  of  adjusted  capital  funds  The  current  condition  of 
capital  and  earnings  are  largely  the  result  of  funds 
management  decisions  made  by  a  former  chief  exec¬ 
utive  officer.  The  lack  of  a  formal  funds  management 
policy  and  a  financial  plan  and  budget  facilitated  prior 
management’s  questionable  investment  practices. 
The  examination  also  disclosed  a  violation  of  12  USC 
84  involving  loans  to  the  organizers  of  a  new  bank  for 
the  purpose  of  buying  undersubscribed  stock 

A  Formal  Agreement  required  the  bank  to  formulate  a 
written  plan  to  improve  and  sustain  the  earnings  of  the 
bank  and  to  achieve  adequate  capital.  The  plan  was  to 
include  an  earnings  and  budget  plan,  a  funds  man¬ 
agement  strategy,  and  a  method  of  measuring  the 
bank’s  performance  against  its  goals,  budgets  and 
projections.  The  Agreement  mandated  primary  capital 
equal  to  at  least  7  percent  of  total  assets  by  year-end 
1983.  In  addition,  the  bank  was  required  to  implement 
a  written  capital  plan  designed  to  maintain  the  desired 
7  percent.  The  bank  was  not  allowed  to  declare  or  pay 
dividends,  except  in  conformity  with  12  USC  56  and 
60  and  when  justified  by  legitimate  business  reasons 
and  in  accordance  with  the  bank’s  written  dividend 
policy.  The  Agreement  required  the  bank  to  review  and 
amend  its  written  investment  policy  in  light  of  the  size 
and  goals  of  the  bank  and  the  expertise  of  its  manage¬ 
ment  staff.  The  bank  was  also  required  to  determine 
whether  trading  was  a  desirable  activity.  If  the  bank 
decided  to  continue  operating  a  trading  account,  it 
was  required  to  implement  appropriate  investment  and 
trading  policies.  The  bank  was  required  to  obtain  satis¬ 
factory  credit  and  collateral  information  on  all  exten¬ 
sions  of  credit  criticized  for  the  lack  of  such  information 
and  to  refrain  from  granting  new  loans,  renewals,  or 
other  extensions  of  credit  without  first  obtaining  cur¬ 
rent,  satisfactory  credit  information.  Finally,  the  Agree¬ 
ment  stipulated  that  the  bank  correct  all  violations  of 
laws  and  regulations. 

172.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  a  significant  deterioration  in 
asset  quality.  Classified  assets  had  risen  from  4  per¬ 
cent  of  gross  capital  funds  at  the  last  examination  to 
55  percent.  Adverse  trends  in  past-due  loans  were 
also  detected.  The  deterioration  of  the  loan  portfolio 
was  attributed  to  poor  loan  supervision  A  former  se- 
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mor  loan  officer  was  dismissed  for  failure  to  perform  his 
duties  in  a  satisfactory  manner.  The  present  senior 
loan  officer  is  unseasoned.  Loan  documentation  was 
weak  and  also  there  was  dependency  on  collateral  for 
repayment,  poor  selection  of  risks,  and  a  liberal  repay¬ 
ment  program.  Violations  of  law  and  regulation  in¬ 
cluded  12  USC  84  and  375a  and  b  and  12  CFR  226.5, 
29.8(c),  and  205.7(a). 

A  Memorandum  of  Understanding  directed  the  bank 
to  correct  each  violation  of  law  and  regulation  cited  in 
the  examination  report.  The  bank  was  required  to  es¬ 
tablish  a  program  to  eliminate  the  grounds  for  criti¬ 
cized  assets.  The  Memorandum  restricted  the  bank 
from  lending  to  criticized  borrowers  or  granting  new 
loans  or  altering  the  terms  of  any  existing  loans  without 
satisfactory  credit  information.  The  bank  was  required 
to  perform  an  analysis  and  review  of  management  and 
prepare  a  written  management  plan.  The  bank  was 
required  to  review  the  adequacy  of  its  allowance  for 
possible  loan  losses  and  correct  any  deficiency  in  the 
quarter  in  which  it  was  discovered.  Finally,  the  bank 
was  required  to  adopt  a  written  funds  management 
policy. 

173.  Bank  with  assets  of  less  than  $25  million 

Classified  assets  had  increased  from  25  percent  of 
gross  capital  funds  to  59  percent  in  1 2  months.  Deteri¬ 
oration  in  the  loan  portfolio  resulted  from  liberal  loan 
policies.  High  loan  losses  and  poor  net  interest  mar¬ 
gins  caused  four  consecutive  years  of  net  losses  or 
poor  earnings.  While  loan  losses  were  mounting,  as¬ 
sets  grew.  As  a  result,  capital  declined  to  6.38  percent 
of  total  assets.  Poor  local  economic  conditions  hin¬ 
dered  the  bank’s  ability  to  correct  its  problems.  The 
report  of  examination  identified  one  violation  of  1 2  USC 
84. 

A  Memorandum  of  Understanding  required  the  bank 
to  address  the  violation  of  12  USC  84.  The  board  was 
required  to  review  and  amend  the  bank’s  loan  review 
procedures  and  to  specifically  consider  the  appoint¬ 
ment  of  a  loan  review  committee  or  an  outside  party  to 
administer  the  loan  review  function.  The  MemoranDum 
called  for  a  program  to  eliminate  the  grounds  for  criti¬ 
cism  of  all  assets  with  balances  of  more  than  $10,000. 
Other  improvements  in  the  loan  review  procedure  re¬ 
quired  by  the  Memorandum  were  the  improvement  of 
current  credit  and  collateral  information  and  the  imple¬ 
mentation  of  a  policy  covering  the  capitalization  of 
interest  on  rewritten  loans  and  what  causes  a  loan  to 
be  placed  in  nonaccrual  status.  The  Memorandum 
also  required  the  bank  to  improve  its  loan  collection 
program  The  bank  agreed  to  continue  its  monthly 
review  of  the  adequacy  of  the  allowance  for  possible 
loan  losses  and  correct  any  deficiency  in  the  quarter  in 
which  it  occurs.  The  Memorandum  required  the  bank 


to  review  and  amend  its  investment  policy  in  light  of  the 
bank’s  size  and  goals  and  management’s  expertise  To 
improve  the  bank's  capital  structure,  the  bank  agreed 
to  adopt  a  comprehensive  plan  to  improve  earnings 
and  maintain  adequate  capital,  including  a  budget,  a 
funds  management  strategy,  and  a  plan  to  restore  and 
maintain  capital  at  a  minimum  of  7.0  percent  of  total 
assets.  Finally,  the  Memorandum  required  the  bank  to 
provide  for  an  adequate  consumer  compliance  func¬ 
tion. 

174.  Bank  with  assets  of  less  than  $25  million 

The  bank’s  undue  reliance  on  secondary  sources  or 
collateral  for  repayment  and  its  undue  reliance  on  the 
purchase  of  assets  from  related  and  affiliated  banks 
without  exercising  sound  independent  credit  judg¬ 
ment  resulted  in  its  acquisition  of  an  excessive  volume 
of  classified  assets  which,  at  the  time  of  the  examina¬ 
tion,  stood  at  94  percent  of  gross  capital  funds.  The 
deteriorated  condition  of  the  bank’s  loan  portfolio  was 
also  attributable  to  the  bank’s  failure  to  obtain  and 
maintain  current  and  satisfactory  credit  information  on 
approximately  20  percent  of  its  loans  outstanding.  The 
bank  also  failed  to  maintain  an  allowance  for  possible 
loan  losses  which  was  adequate  in  light  of  the  risk  in 
the  loan  portfolio.  The  examination  of  the  bank  also 
disclosed  numerous  violations  of  laws,  rules  and  reg¬ 
ulations. 

A  Notice  of  Charges  was  issued  against  the  bank 
which  alleged  the  above-cited  unsafe  and  unsound 
banking  practices  and  violations  of  law.  The  bank  un¬ 
successfully  contested  those  charges  in  an  admin¬ 
istrative  cease  and  desist  proceeding,  after  which  the 
Comptroller  issued  a  comprehensive  and  wide-rang¬ 
ing  Order  to  Cease  and  Desist  which  prohibited  the 
bank  from  purchasing  or  acquiring  any  loan,  loan  par¬ 
ticipation  or  other  asset  from  any  of  its  related  or  affili¬ 
ated  banks.  The  Order  also  required:  (1)  appointment 
of  a  compliance  committee  to  monitor  and  ensure 
adherence  to  the  provisions  of  the  Order,  (2)  acquisi¬ 
tion  and  maintenance  of  current  and  satisfactory  credit 
information  on  all  loans,  (3)  revision  of  the  bank’s  loan 
policy,  (4)  declaration  of  no  dividends  except  in  con¬ 
formity  with  applicable  law  and  to  the  extent  justified 
by  sound  banking  practices,  (5)  review  and  revision  of 
the  bank’s  management  structure  to  ensure  that  the 
chief  executive  officer  has  final  executive  responsibility 
for  the  conduct  of  the  bank’s  operations  and  serves  the 
bank  on  a  full  time  basis,  (6)  quarterly  review  of  the 
allowance  for  possible  loan  losses  and  its  mainte¬ 
nance  at  an  adequate  level,  (7)  incorporation  of  a 
consumer  compliance  program  into  the  bank  audit 
policies  and  procedures,  and  (8)  immediate  correction 
of  all  violations  of  laws,  rules  and  regulations  and 
adoption  of  procedures  to  prevent  their  recurrence. 
The  Order  also  required  implementation  of  a  program 
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to  improve  the  quality  of  criticized  assets  and  prohib¬ 
ited  additional  credit  extensions  to  borrowers  whose 
outstanding  credit  extensions  were  criticized,  except 
under  certain  specified  circumstances. 

175.  Bank  with  assets  of  more  than  $1  billion 

A  specialized  examination  disclosed  the  bank’s  overall 
condition  to  be  unsatisfactory.  Classified  assets  were 
high,  at  75  percent  of  gross  capital  funds,  and  loan 
losses  were  excessive.  In  addition,  the  bank  had  very 
poor  earnings,  an  excessive  volume  of  nonearning 
assets  and  an  inadequate  allowance  for  possible  loan 
losses  and  was  inadequately  capitalized.  Manage¬ 
ment’s  ability  to  restore  the  bank  to  a  more  satisfactory 
condition  was  questionable.  The  bank  filed  an  inaccu¬ 
rate  and  potentially  misleading  report  of  condition  and 
it  appeared  that  the  bank's  dealer  activities  had  been 
conducted  in  violation  of  certain  provisions  of  the  Se¬ 
curities  Exchange  Act  and  rules  promulgated  by  the 
Municipal  Securities  Rulemaking  Board. 

A  Formal  Agreement  was  executed  which  was  en¬ 
forceable  in  the  same  way  as  a  final  Order  to  Cease 
and  Desist.  The  Agreement  required:  (1)  refiling  and 
republishing  of  the  bank’s  report  of  condition  in  order 


to  accurately  reflect  the  true  nature  of  certain  mis¬ 
stated  transactions,  (2)  establishment  of  and  ad¬ 
herence  to  procedures  to  ensure  that  reports  of  condi¬ 
tion  and  other  financial  reports  are  true  and  accurate, 

(3)  appointment  of  a  board  committee  to  monitor  and 
assure  adherence  to  the  provisions  of  the  Agreement, 

(4)  development  and  implementation  of  an  earnings 
plan,  (5)  increase  of  primary  capital  to  a  level  set  by 
the  Comptroller,  (6)  development  of  a  comprehensive 
written  capital  plan,  (7)  prior  written  notice  to  the  re¬ 
gional  administrator  before  dividends  are  declared,  (8) 
a  review  by  the  board  of  the  depth  and  quality  of  senior 
management,  taking  appropriate  action  to  strengthen 
management,  (9)  implementation  of  changes  neces¬ 
sary  to  correct  deficiencies  in  the  bank  dealer  ac¬ 
tivities,  (10)  development  of  liquidity  and  funding  plan, 
(11)  maintenance  of  the  allowance  for  possible  loan 
losses  at  an  adequate  level,  (12)  review  of  the  bank's 
practices  with  regard  to  accounting  for  tax  loss  carry¬ 
forwards  in  its  financial  statements,  and  (13)  imple¬ 
mentation  of  a  written  program  for  eliminating  the 
grounds  of  criticism  of  all  criticized  assets.  The  Agree¬ 
ment  prohibited  additional  advances  to  borrowers  with 
criticized  loans  outstanding,  except  under  certain  de¬ 
lineated  circumstances. 
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Interpretive  Letters-October  15  and  November  15,  1982 


Topic  Letter  No. 

Laws 

12  USC  24(7) .  250,  252 

12  USC  82 . 251 

12  USC  84 . 251 

12  USC  92a . 251 

12  USC  378 . 251 

Regulations 

12  CFR  9 . 251 

Subject 

Investments  in  Coin  and  Bullion . 252 

Leases  and  IPCs . 250 
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250 — October  6,  1982 

This  is  in  response  to  your  letter  dated  April  20,  1982, 
regarding  the  sale  of  municipal  leases  and  installment 
purchase  contracts.  You  inquired  whether  your  client, 
*  *  *  (Bank),  may  assist  in  such  sales.  I  apologize  for 
the  delay  in  our  response. 

You  indicated  that  your  client  desires  to  participate  in 
the  placement  of 

.  .  .  various  municipal  leases  (Leases)  and  install¬ 
ment  purchase  contracts  (IPCs)  on  behalf  of  (i) 
various  municipalities  which  propose  to  enter  into 
Leases  as  the  lessee  or  into  IPCs  as  the  pur¬ 
chaser  and  seek  to  locate  lessors  or  installment 
vendors,  and  (ii)  lessors  of  Leases  and  installment 
vendors  or  IPCs  seeking  to  sell  the  Leases  or  IPCs 
or  to  finance  all  or  a  part  of  the  Equipment  cov¬ 
ered  by  those  instruments.  In  some  cases  under 
(ii),  participations  may  be  sold  in  the  Leases  or 
IPCs. 

Under  each  Lease  or  IPC  the  municipality  would  agree 
to  lease  equipment  or  other  personal  property  for  a 
term  of  years  and  have  an  option  to  purchase  it.  All 
Leases  and  all  IPCs  would  extend  for  a  period  in 
excess  of  1  year,  but  would  contain  provisions  entitling 
the  municipality  to  terminate  the  Lease  or  IPC  in  the 
event  the  rent  or  purchase  installment  for  the  munici¬ 
pality's  next  fiscal  year  was  not  appropriated.  In  most, 
if  not  all,  of  the  documents  the  municipality  would 
agree  that  in  the  event  of  any  such  termination  it  would 
not  purchase  or  lease  similar  equipment  except  from 
the  same  lessor  or  vendor.  In  the  event  of  termination 
the  equipment  being  leased  or  purchased  by  the  mu¬ 
nicipality  would  belong  to  the  lessor  or  installment 
vendor.  In  most  cases  that  portion  of  the  rent  or  install¬ 
ment  obligation  separately  stated  as  interest  would  be 
exempt  from  federal  income  taxation  under  Section 
103(a)  of  the  Internal  Revenue  Code. 

In  the  sale  of  participations,  the  requirements  of  the 
securities  laws  regarding  private  placements  would  be 
strictly  observed.  With  regard  to  whole  Leases  or  IPCs, 
you  indicated  that  all  the  requirements  for  private 
placements — such  as  the  numerical  restrictions — 
may  not  be  observed.  It  is  also  my  understanding  that 
whole  Leases  and  IPCs  are  large-denomination  instru¬ 
ments  and  will  be  placed  with  sophisticated  investors. 

You  pointed  out  that,  at  least  in  one  instance  in  the 
past,  the  SEC  has  ruled  that  municipal  leases  and 
participations  therein  are  “obligations”  of  that  munici¬ 
pality,  and  thus  fall  within  the  definition  of  a  municipal 
security  under  Section  3(a)(29)  of  the  Securities  Ex¬ 
change  Act  of  1934.  It  is  your  opinion,  however,  that 
the  Leases  and  the  IPCs  in  question  do  not  constitute 


securities  for  the  purposes  of  the  Glass-Steagall  Act, 
and  that  your  client  may  therefore  underwrite  the  sale 
of  these  instruments  either  publicly  or  privately.  In  ad¬ 
dressing  the  phrase  “securities,”  as  it  appears  in  Sec¬ 
tion  16  of  the  Glass-Steagall  Act  (12  USC  24(7)),  you 
referred  to  the  phrase  “bonds,  debentures,  notes  or 
other  securities,"  used  in  Sections  20  and  21  of  the 
same  Act  (12  USC  377,  378).  It  seemed  to  you  that, 
because  of  their  peculiar  characteristics,  the  Leases 
or  the  IPCs  do  not  represent  any  note  or  obligation — 
hence,  they  could  not  be  “securities,"  the  underwriting 
of  which  is  prohibited  at  12  USC  24(7). 

Based  on  the  information  that  you  provided  to  us,  it 
seems  to  me  that  the  Bank’s  proposed  activities  re¬ 
garding  whole  Leases  or  IPCs  do  not  violate  the  provi¬ 
sions  of  the  Glass-Steagall  Act.  I  agree  with  you  that 
these  activities  do  not  involve  “securities”  or  “under¬ 
writing”  as  those  terms  are  used  in  12  USC  24(7). 
However,  please  note  that  the  Glass-Steagall  Act  im¬ 
poses  criminal  penalties  for  its  violations,  and  this 
Office  cannot  express  any  opinion  as  to  the  circum¬ 
stances  in  which  the  U.S.  Attorney's  Office  might  seek 
such  penalties. 

Although  12  USC  24(7)  prohibits,  with  certain  excep¬ 
tions,  national  banks  from  underwriting  “any  issue  of 
securities  or  stock,”  the  Glass-Steagall  Act  or  other 
provisions  of  the  National  Bank  Act  do  not  explicitly 
define  the  terms  “security”  or  “underwrite”.  While  the 
Securities  Act  of  1933,  which  was  enacted  approx¬ 
imately  at  the  same  time  as  the  Glass-Steagall  Act, 
contains  the  definitions  of  similar  terms,  there  is  noth¬ 
ing  in  the  legislative  history  indicating  that  the  two 
statutes  should  be  interpreted  identically.  This  has  be¬ 
come  even  more  apparent  as  the  definitions  of  the 
securities  laws  have  taken  on  a  judicial  gloss  reflecting 
the  specific  objectives  of  those  statutes,  which  are 
different  from  those  of  the  Glass-Steagall  Act.  Conse¬ 
quently,  I  do  not  believe  that  it  would  be  of  significant 
use  in  this  respect  to  refer  to  the  construction  of  these 
terms,  for  instance,  by  the  SEC. 

Although  the  Glass-Steagall  Act  does  not  contain  any 
clear-cut  definitions,  the  Supreme  Court  has  indicated 
in  ICI  v.  Camp ,  401  U.S.  617  (1971),  that  the  provisions 
of  that  statute  should  be  read  consistent  with  its  objec¬ 
tives,  /.e. ,  preventing  banks  from  investing  their  assets 
in  frozen  or  imprudent  securities.  Id.  at  630.  In  addi¬ 
tion,  the  statute  was  designed  to  prevent  more  subtle 
hazards,  such  as  promotional  pressures,  imprudent 
loans  to  issuers  and  investors,  loss  of  depositor  confi¬ 
dence  and  goodwill,  potential  conflict  of  interest,  etc 
Id.  at  630-634 

Based  on  the  information  in  your  letter,  it  seems  to  me 
that  the  whole  Leases  and  IPCs  in  question  do  not 
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constitute  "securities",  as  that  phrase  is  used  in  12 
USC  24(7).  Even  if  these  instruments  would,  on  their 
face,  appear  to  be  "notes"  or  "obligations,”  it  is  impor¬ 
tant  to  keep  in  mind  that  the  Glass-Steagall  Act  did  not 
intend  to  prohibit  commercial  bank  activity  in  such 
instruments  where  the  activity  falls  within  "traditional" 
commercial  banking  —  as  opposed  to  investment 
banking.  See,  e.g.,  Hearings  Before  a  Senate  Sub¬ 
committee  of  the  Committee  on  Banking  and  Currency 
Pursuant  to  S.  Res.  71,  71st  Cong.,  3rd  Sess.  63-64, 
257,  288,  361,  1000-1001  (1931). 

While  the  Leases  or  IPCs  are  not,  of  course,  structured 
as  "loans”,  it  appears  that  in  economic  reality  they 
represent  a  financing  vehicle  equivalent  to  the  tradi¬ 
tional  loan  agreements.  See  M&M  Leasing  Corpora¬ 
tion  v.  Seattle  First  National  Bank ,  563  F.2d  1377, 
1382-83  (9th  Cir.  1977).  This  Office  recognizes  the 
traditional  role  of  national  banks  to  act  as  a  finder  in 
bringing  together  potential  borrowers  and  lenders.  12 
CFR  7.7200.  We  also  recognize  the  traditional  role  of 
commercial  banks  in  loan  syndication.  Consequently,  I 
believe  that  under  12  USC  24(7)  it  is  permissible  for 
the  Bank  to  assist  in  the  placement  of  the  whole 
Leases  and  IPCs  in  question. 

With  regard  to  the  sale  of  participations  in  the  Leases 
or  IPCs,  I  do  not  believe  that  the  available  information 
allows  me  to  form  a  judgment  as  to  whether  such 
instruments,  as  a  general  rule,  should  be  regarded  as 
"securities”  for  the  purposes  of  the  Glass-Steagall  Act. 
In  this  respect,  it  is  relevant  to  evaluate  the  extent  and 
nature  of  the  distribution  process,  the  characteristics 
of  the  purchasers,  the  existence  of  secondary  market, 
promotional  pressures,  etc.  It  is  important  that  the 
Bank,  possessing  all  the  relevant  information,  form  a 
legal  opinion  in  this  respect.  I  note,  however,  that 
where  the  participations  are  regarded  as  securities, 
but  where  the  bank  construes  such  sales  to  conform  to 
the  parameters  of  private  placements,  it  is  likely  that 
the  sale  would  not  constitute  public  "underwriting”  of 
securities  which  is  prohibited  at  12  USC  24(7). 

In  requesting  our  opinion  in  this  matter,  you  referred  to 
the  definitions  of  a  “security”  as  it  appears  in  12  USC 
378.  Please  note  that  this  letter  merely  addresses  the 
applicability  of  Section  24(7);  as  mentioned  above,  as 
an  administrative  agency,  this  Office  is  not  in  a  position 
to  provide  an  interpretation  of  Section  378,  which  is  a 
criminal  statute  Also,  please  note  that  this  letter  does 
not  address  the  applicability  of  the  federal  securities 
laws  to  the  proposed  transaction.  In  this  respect,  the 
Bank  should  address  its  inquiries  to  the  SEC,  Division 
of  Market  Regulation,  500  North  Capitol  Street,  Wash¬ 
ington.  D  C  20549 

Peter  Liebesman 
Assistant  Director 

Legal  Advisory  Services  Division 

*  *  * 


251 — September  17,  1982 

This  responds  to  your  letter  of  July  29,  1982,  and 
numerous  subsequent  communications  concerning 
subject  bank's  proposal  to  issue  certificates  represent¬ 
ing  undivided  interests  in  a  trust  fund,  the  corpus  of 
which  will  consist  in  part  of  certain  mortgage  loans 
originated  by  the  bank  and  assigned  without  recourse 
to  the  trust  fund  for  which  the  bank  acts  as  Trustee. 
The  Comptroller's  Office  is  undertaking  a  review  of  this 
proposal  in  light  of  its  previously  expressed  desire  to 
scrutinize  such  programs  for  compliance  with  the 
Glass-Steagall  Act,  12  USC  82  and  other  laws  and 
regulations.' 

The  Proposal 

With  the  bank’s  assistance  the  State  of  Illinois  wishes 
to  establish  a  program  to  make  construction  loans  and 
long-term  financing  available  at  subsidized  rates  to 
permit  the  development  of  commercial  and  industrial 
real  estate  projects,  including  office  buildings,  hotels, 
retail  and  industrial  facilities  and  other  comparable 
projects.  The  State,  the  bank,  and  the  bank  as  Trustee 
have  entered  into  a  Purchase  Agreement,  Trust  Indent¬ 
ure  and  Servicing  Agreement  (Agreement)  under 
which  the  following  steps  are  to  occur: 

Step  1:  The  State  is  to  deposit  funds  in  installments 
aggregating  $100,000,000  with  the  bank,  which  will 
immediately  deposit  those  funds  in  a  trust  created  by 
the  bank.  In  exchange  for  these  funds;  the  State  will 
receive  Investment  Certificates  of  the  bank  (Invest¬ 
ment  Certificates).  The  Investment  Certificates  are  not 
an  interest  in  or  a  personal  or  corporate  obligation  of 
the  bank,  and  holders  will  not  have  recourse  against 
the  bank  with  respect  thereto.  Rather,  the  instruments 
certify  that  the  holder  is  the  registered  owner  of  an 
undivided  fractional  interest  in  a  trust  estate  held  by 
the  bank  as  Trustee  pursuant  to  the  Agreement.  The 
Investment  Certificates  state  that  under  the  Agreement 
the  bank  will  distribute  monthly  to  certificate  holders 
amounts  held  in  the  Certificate  Account  for  distribu¬ 
tion.  Under  Section  2.01  of  the  Agreement,  payment  of 
each  Investment  Certificate  is  limited  solely  to  distribu¬ 
tions  from  the  Certificate  Account. 

Step  2:  The  Trustee  will  invest  funds  received  from  the 
State  but  not  immediately  needed  for  program  pur¬ 
poses  in  certain  investment  media  approved  in  ad¬ 
vance  by  the  State  ("State  Investments").  Such  invest¬ 
ments,  listed  in  Addendum  IV,  are  (1)  certificates  of 
deposit  issued  by  the  bank,  (2)  repurchase  agree¬ 
ments,  including  those  of  the  bank,  secured  by  direct 


1  OCC  Interpretive  Letter  No.  92  (Apr  20,  1979),  CCH  Fed  Bank¬ 
ing  L  Rep  1185,167,  OCC  Interpretive  Letter  No  145  (July  9,  1980), 
CCH  Fed  Banking  L  Rep  1185,226 
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obligations  of  the  United  States,  and  (3)  United  States 
Treasury  securities  having  maturities  not  in  excess  of  1 
year. 

Step  3:  As  funds  are  needed  in  order  to  permit  the 
bank  to  make  construction  loans  under  the  program, 
the  Trustee  is  to  liquidate  State  Investments  in  an  ap¬ 
propriate  amount  and  deposit  the  proceeds  with  the 
bank  in  exchange  for  the  bank’s  interim  investment 
certificates  (Bank  Investment  Certificates),  each  of 
which  will  represent  a  deposit  with  the  bank  subject  to 
Regulations  D  and  Q,  and  will  constitute  a  direct  obli¬ 
gation  of  the  bank. 

Step  4:  The  bank  is  to  make  construction  loans  to 
borrowers  for  projects  approved  in  advance  by  the 
State. 

Step  5:  Upon  completion  of  each  such  project,  the 
related  construction  loan  will,  by  its  terms,  convert  to  a 
7-year  term  mortgage  loan.  The  bank  is  to  assign  all  of 
its  rights  under  these  term  mortgage  loans,  without 
recourse  to  the  bank,  to  the  Trustee  in  exchange  for 
the  surrender  of  the  Bank  Investment  Certificates  pre¬ 
viously  issued  to  the  Trustee. 

Step  6:  The  State  is  to  transfer  the  Investment  Certifi¬ 
cates  to  no  more  than  20  state  agencies,  instrumen¬ 
talities,  and  their  pension  funds. 

As  described  above,  the  corpus  of  this  trust  will,  at 
various  times,  consist  of  cash,  State  Investments,  Bank 
Investment  Certificates,  and  mortgage  loans.  The  as¬ 
signment  of  each  mortgage  loan  to  the  Trustee  will  be 
made  without  recourse  to  the  bank,  except  for  certain 
warranties  of  the  bank  with  respect  to  the  mortgage 
loans. 

Each  loan  will  be  insured  by  private  mortgage  insur¬ 
ance  in  an  amount  equal  to  1 5  percent  of  the  outstand¬ 
ing  principal  amount  thereof,  but  after  the  completion 
of  construction  of  any  project  the  risk  of  default  and  all 
other  risks,  except  those  arising  from  breach  of  any 
warranties  or  duties  of  the  bank  under  the  Agreement, 
with  respect  to  such  project  will  be  borne  by  the  State 
and  any  subsequent  holders  of  the  Investment  Certifi¬ 
cates.  The  bank  is  not  obligated  to  refinance  any  mort¬ 
gage  loans  when  they  mature,  to  make  any  advances 
to  holders  of  Investment  Certificates  or  to  the  Trustee  in 
the  event  of  a  mortgage  loan  default,  or  to  repurchase 
or  replace  any  defaulted  mortgage  loan. 

Legal  Issues 

Section  21  of  the  Glass-Steagall  Act,  12  USC  378, 
prohibits  a  bank  from  engaging  “in  the  business  of 
issuing,  underwriting,  selling,  or  distributing'  se¬ 
curities.  However,  the  Comptroller  has  previously  ruled 


that  the  statute  does  not  prohibit  the  sale  by  a  national 
bank  of  mortgage-backed  pass-through  certificates 
representing  interests  in  a  pool  of  conventional  mort¬ 
gage  loans  on  single  family  homes.  CCH  Fed.  Banking 
L.  Rep.  1197,093  (Bank  of  America  release).  Although 
the  proposal  now  under  consideration  involves  the 
distribution  of  interests  in  a  trust  fund  comprised 
largely  of  mortgage  loans  on  commercial  and  indus¬ 
trial  properties,  we  believe  the  same  reasoning  ap¬ 
plies.  We  have  previously  permitted  the  sale  of  pass¬ 
through  interests  in  a  pool  of  assets  other  than  first 
mortgage  loans  where  third  party  insurance  rather 
than  the  bank's  own  standby  letter  of  credit  was  uti¬ 
lized.2  It  is  also  important  to  note  that  the  holders  of  the 
Investment  Certificates  are  sophisticated  institutional 
investors  and  are  limited  in  number.  Moreover,  the  issu¬ 
ance  of  the  securities,  we  are  informed,  does  not  con¬ 
stitute  a  vital  part  of  the  bank's  overall  business.  In 
general,  the  bank’s  issuance  of  the  Investment  Certifi¬ 
cates  in  this  instance  does  not  place  it  in  the  securities 
business  in  the  same  sense  that  investment  banks 
engage  in  that  business.  Accordingly,  Section  21  of 
the  Glass-Steagall  Act  does  not  bar  the  proposal. 

It  is  also  necessary  to  determine  whether  the  proposal 
is  subject  to  the  limitations  on  indebtedness  estab¬ 
lished  by  12  USC  82. 3 

As  previously  noted,  the  Investment  Certificates  do  not 
represent  an  interest  in  the  bank,  nor  will  their  holders 
have  recourse  against  the  bank  with  respect  thereto. 
Moreover,  when  funds  are  received  by  the  bank  from 
the  Trustee  for  the  disbursement  of  construction  loans, 
the  bank  will  issue  to  the  Trustee  the  equivalent  of 
certificates  of  deposit  (“Bank  Investment  Certificates”), 
each  of  which  represent  a  deposit  subject  to  Regula¬ 
tions  D  and  Q.  Since  12  USC  82  exempts  deposits 
from  its  restrictions,  the  Comptroller's  Office  has,  with 
some  exceptions,  taken  the  position  that  such  transac¬ 
tions  do  not  constitute  borrowings  under  the  statute 
Finally,  the  bank  is  not  obligated  to  refinance  mortgage 
loans  transferred  to  the  Trustee,  or  to  make  advances 
to  holders  of  Investment  Certificates  or  to  the  Trustee  in 
the  event  of  a  mortgage  loan  default,  or  to  repurchase 
or  replace  any  defaulted  loan.  Accordingly,  the  trans¬ 
action  does  not  appear  to  be  a  sale  of  assets  with  an 
agreement  to  repurchase  which,  under  12  CFR 
7.7519,  would  require  inclusion  in  the  bank's  Section 


2  OCC  Interpretive  Letter  No  194  dated  May  29,  1981 .  CCH  Fed 
Banking  L  Rep  1185,275  (second  mortgages). 

3  The  Comptroller's  Office  has  found  12  USC  82  applicable  to 
mortgage-backed  pass-through  programs  on  several  occasions 
See  OCC  Interpretive  Letter  No  92  dated  April  20,  1979  (Crocker 
Nat  l  Bank),  CCH  Fed  Banking  L  Rep  H85.167  OCC  Interpretive 
Letter  No  132  dated  Feb  1,  1980  (Bank  of  America).  CCH  Fed 
Banking  L  Rep  1185,213,  OCC  Interpretive  Letter  No  189  dated  May 
11,  1981  (Citibank),  CCH  Fed  Banking  L  Rep  r85,270 
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82  allowance  For  the  reasons  above,  the  bank's  pro¬ 
posal  is  not  a  borrowing  subject  to  12  USC  82. 

The  proposal  also  requires  analysis  under  12  USC 
92a(d)  and  12  CFR  9  10.  These  provisions  require  that 
funds  awaiting  investment  be  collateralized  if  the 
trustee  deposits  them  in  the  commercial  or  savings 
department  of  the  bank. 

Prior  to  being  transferred  to  the  commercial  side  of  the 
bank  for  disbursement  in  the  form  of  construction 
loans,  the  funds  in  the  custody  of  the  Trustee  may  be 
invested  in  the  bank's  CD's  among  other  media.  (See 
Step  2.)  Although  collateralization  would  appear  to  be 
required,  the  Comptroller's  Office  has  taken  the  posi¬ 
tion  that  where  the  indenture  expressly  authorizes  an 
investment  in  the  bank’s  CD's  and  the  bank’s  invest¬ 
ment  discretion  is  limited,  collateralization  is  not  nec¬ 
essary.  We  interpret  Addendum  IV,  which  lists  the  per¬ 
missible  media  for  State  Investments,  to  meet  this 
criteria.  In  addition,  it  is  noted  that  Section  5.02  of  the 
Agreement  provides,  “If  a  State  Investment  is  made  in 
a  certificate  of  deposit  issued  by  the  Bank,  no  collat¬ 
eralization  or  pledge  of  securities  under  Illinois  law 
shall  be  required  with  respect  to  that  certificate.” 

The  second  instance  in  which  collateralization  might 
be  required  occurs  in  Step  3  when  the  Trustee  liqui¬ 
dates  State  Investments  and  deposits  funds  with  the 
bank  in  exchange  for  the  equivalent  of  CD's  (Bank 
Investment  Certificates).  Even  though  the  bank  takes 
the  risk  on  construction  loans  funded  with  these 
monies  and  the  monies  themselves  are  considered 
deposits  for  purposes  of  Regulations  Q  and  D,  we 
believe  the  transaction  as  a  whole  is  an  investment 
rather  than  a  loan  and  therefore  does  not  constitute 
“funds  awaiting  investment”  within  the  meaning  of  12 
USC  92a(d)  and  12  CFR  9.10.  It  is  also  noted  that 
Section  6.02  of  the  Agreement  provides,  “The  State 
agrees  that  no  collateralization  or  pledge  of  securities 
under  Illinois  law  shall  be  required  with  respect  to  the 
Bank  Investment  Certificates.”  Accordingly,  collateral¬ 
ization  is  not  required. 

Since  the  indenture  calls  for  the  assignment  of  the 
mortgage  loans  to  the  trust,  there  appears  to  be  no 
question  of  self-dealing  between  the  trust  and  com¬ 
mercial  departments  of  the  bank.  As  stated  in  Section 
9.3220  of  the  Precedents  and  Opinions  section  of  the 
Comptroller’s  Handbook  for  National  Trust  Examiners: 

Unless  specifically  authorized,  it  is  not  permissi¬ 
ble  for  a  national  bank  to  make  real  estate  mort¬ 
gage  loans  and  subsequently  sell  them  to  various 
accounts  in  its  trust  department,  unless  the  loans 
were  earmarked  at  inception  for  this  ultimate  pur¬ 
pose.  However,  where  such  an  investment  is 


within  the  authority  of  the  governing  instrument,  a 
national  bank  may  invest  fiduciary  funds  in  a  real 
estate  loan  where  the  bank  itself  has  provided  the 
construction  financing  if  a  firm  commitment  for 
one  or  more  named  trusts  to  take  over  the  perma¬ 
nent  financing  is  made  at  the  time  of  the  construc¬ 
tion  loan  or  prior  thereto. 

Another  question  arising  under  this  proposal  relates  to 
the  applicability  of  12  USC  84.  Since  the  bank  rather 
than  the  trust  is  at  risk  on  the  construction  loans,  such 
loans  should  be  consolidated  for  purposes  of  the  stat¬ 
ute’s  10  percent  lending  limit  with  any  loans  the  bank 
may  have  made  or  may  hereafter  make  to  the  borrower. 
At  the  point  when  the  construction  loan  converts  by  its 
terms  to  a  7-year  term  mortgage  loan  and  the  risk 
passes  from  the  bank  to  the  trust,  the  extension  of 
credit  will  no  longer  be  includable  in  the  bank’s  limit  for 
Section  84  purposes. 

Conclusion 

In  my  opinion,  there  is  no  legal  obstacle  to  the  bank’s 
proposal.  In  reaching  this  conclusion,  we  are  relying 
on  the  accuracy  of  the  representations  in  your  letters  to 
us.  We  express  no  opinion  on  the  investment  merits  or 
on  the  application  of  Regulation  D. 

The  Federal  Reserve’s  legal  staff  has  been  given  a 
copy  of  the  bank’s  proposal.  It  is  our  understanding 
that  they  will  communicate  their  concerns,  if  any,  di¬ 
rectly  to  you. 

Ford  Barrett 

Assistant  Chief  Counsel 

*  *  * 


252— October  26,  1982 

This  is  in  response  to  your  letter  of  July  19,  1982,  in 
which  you  request  an  opinion  concerning  the  legality 
of  a  national  bank  investing  in  rare  coins  and  currency 
and  gold  and  silver  bullion  for  its  own  account.  I  apolo¬ 
gize  for  the  delay  in  responding  to  your  request. 

The  National  Bank  Act  provides  that  a  national  bank 
may  exercise  its  powers  by  “buying  and  selling  ex¬ 
change,  coin  and  bullion.”  12  USC  24  (Seventh).  The 
term  “bullion”  refers  to  uncoined  gold  or  silver  in  bar  or 
ingot  form.  Thus,  with  the  repeal  of  the  ban  on  the 
ownership  of  gold  by  United  States  citizens,  national 
banks  are  now  authorized  to  buy  and  sell  gold  and 
silver  bullion  for  individual  customers  as  well  as  for 
commercial  customers  and  for  their  own  account 
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Although  the  National  Bank  Act  gives  national  banks 
the  power  to  buy  and  sell  exchange,  coin  and  bullion, 
the  legislative  history  of  that  act  indicates  that  the 
legislators  considered  the  term  “coin”  as  used  in  12 
USC  24  (Seventh)  to  refer  only  to  a  medium  of  ex¬ 
change.  See  Cong.  Globe,  38th  Cong.,  1256  (1864) 
(remarks  of  Sen.  Harper);  Cong.  Globe,  38th  Cong., 
1725-26  (1864)  (comments  of  Rep.  Morrill);  Cong. 
Globe,  38th  Cong.,  2020  (1864)  (remarks  of  Sen. 
Davis);  Cong.  Globe,  38th  Cong.,  2182  (1864)  (state¬ 
ment  of  Sen.  Sherman);  Cong  Globe,  38th  Cong., 
2184  (1864)  (statement  of  Sen.  Chandler).  Rare  coins 
when  sold,  however,  are  withdrawn  from  circulation 
and  are  no  longer  used  as  a  medium  of  exchange. 
Their  value  is  based,  not  on  their  metallic  content,  but 
rather  on  other  intangible  factors  which  may  affect  the 
coins’  value  to  a  collector. 

In  Banking  Circular  No.  58,  this  Office  established 
guidelines  for  national  banks  which  engage  in  coin 
and  bullion  activities.  In  that  circular  there  is  a  state¬ 
ment  of  caution  to  banks  that  buying  or  selling  coins, 
the  value  of  which  is  not  based  on  metallic  content,  is 
prohibited  unless  such  coins  constitute  collateral  for  a 
debt  previously  contracted.  It  is  also  stated  that  for 


accounting  purposes,  the  value  of  coin  held  by  a  bank 
should  be  determined  on  the  basis  of  its  metallic  con¬ 
tent  rather  than  on  its  numismatic  value.  Therefore,  in 
my  opinion,  12  USC  24  (Seventh)  enables  banks  to 
buy  and  sell  coins  only  to  the  extent  that  their  worth  is 
based  on  metallic  content  and  to  the  extent  that  they 
constitute  a  medium  of  exchange. 

Although  the  National  Bank  Act  specifically  allows 
banks  to  invest  in  coin  and  bullion  there  is  no  statutory 
provision  which  expressly  authorizes  investments  in 
rare  currency.  Due  to  this  lack  of  specific  statutory 
authorization  and  applying  a  similar  rationale  as  that 
used  for  the  investment  in  rare  coins,  it  is  my  opinion 
that  investments  by  national  banks  in  rare  currency 
would  not  be  permissible. 

In  conclusion,  there  is  no  objection  to  the  investment  in 
gold  and  silver  bullion  by  national  banks,  provided 
they  adhere  to  Banking  Circular  No.  58.  National 
banks,  however,  may  not,  in  my  opinion,  legally  en¬ 
gage  in  the  investment  of  rare  coins  and  currency. 

Peter  Liebesman 

Assistant  Director 

Legal  Advisory  Services  Division 
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Comptrollers  of  the  Currency,  1863  to  the  present 


No 

Name 

Date  ot 
appointment 

Date  of 
resignation 

State 

1 

McCulloch,  Hugh . 

May  9,  1863 

Mar  8,  1865 

Indiana 

2 

Clarke,  Freeman . 

Mar  21,  1865 

July  24,  1866 

New  York 

3 

Hulburd,  Hiland  R 

Feb  1,  1867 

Apr  3,  1872 

Ohio 

4 

Knox,  John  Jay . 

Apr  25,  1872 

Apr  30,  1884 

Minnesota 

5 

Cannon,  Henry  W . 

May  12,  1884 

Mar  1,  1886 

Minnesota 

6 

Trenholm,  William  L  . 

Apr  20,  1886 

Apr  30,  1889 

South  Carolina 

7 

Lacey,  Edward  S . 

May  1,  1889 

June  30,  1892 

Michigan 

8 

Hepburn,  A  Barton . 

Aug  2,  1892 

Apr  25,  1893 

New  York 

9 

Eckels,  James  H 

Apr  26,  1893 

Dec  31,  1897 

Illinois. 

10 

Dawes,  Charles  G . 

Jan  1,  1898 

Sept  30,  1901 

Illinois. 

11 

Ridgely,  William  Barret  . 

Oct.  1,  1901 

Mar.  28,  1908 

Illinois. 

12 

Murray,  Lawrence  0 . 

Apr  27,  1908 

Apr  27,  1913 

New  York 

13 

Williams,  John  Skelton  . 

Feb.  2,  1914 

Mar  2,  1921 

Virginia. 

14 

Crissmger,  D  R 

Mar.  17,  1921 

Apr  30,  1923 

Ohio 

15 

Dawes,  Henry  M . 

May  1,  1923 

Dec.  17,  1924 

Illinois 

16 

McIntosh,  Joseph  W . 

Dec.  20,  1924 

Nov  20,  1928 

Illinois. 

17 

Pole,  John  W . 

Nov.  21,  1928 

Sept  20,  1932 

Ohio 

18 

O'Connor,  J.FT 

May  11,  1933 

Apr  16,  1938 

California. 

19 

Delano,  Preston .  . 

Oct  24,  1938 

Feb  15,  1953 

Massachusetts. 

20 

Gidney,  Ray  M . 

Apr  16,  1953 

Nov.  15,  1961 

Ohio 

21 

Saxon,  James  J .  . 

Nov.  16,  1961 

Nov.  15,  1966 

Illinois 

22 

Camp,  William  B 

Nov  16,  1966 

Mar  23,  1973 

Texas. 

23 

Smith,  James  E  ............... 

July  5,  1973 

July  31,  1976 

South  Dakota. 

24 

Heimann,  John  G 

July  21,  1977 

May  15,  1981 

New  York 

25 

Conover,  C  T . 

Dec  16,  1981 

California. 
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Deputy  Comptrollers  of  the  Currency 


No 

Name 

Dates  of  tenure 

State 

1 

Howard,  Samuel  T 

May 

9, 

1863 

Aug 

1. 

1865 

New  York 

2 

Hulburd,  Hiland  R 

Aug 

1, 

1865 

Jan 

31. 

1867 

Ohio 

3 

Knox,  John  Hay . 

Mar. 

12, 

1867 

Apr 

24. 

1872 

Minnesota 

4 

Langworthy,  John  S . 

Aug 

8, 

1872 

Jan 

3. 

1886 

New  York 

5 

Snyder,  VP 

Jan 

5, 

1886 

Jan 

3, 

1887 

New  York 

6 

Abrahams,  J  D 

Jan 

27, 

1887 

May 

25, 

1890 

Virginia 

7 

Nixon,  R  M . 

Aug 

11, 

1890 

Mar. 

16, 

1893 

Indiana 

8 

Tucker,  Oliver  P 

Apr. 

7, 

1893 

Mar 

11, 

1896 

Kentucky. 

9 

Coffin,  George  M 

Mar. 

12, 

1896 

Aug 

31, 

1898 

South  Carolina 

10 

Murray,  Lawrence  O 

Sept 

1, 

1898 

June 

27, 

1899 

New  York 

1 1 

Kane,  Thomas  P 

June 

29, 

1899 

Mar 

2, 

1923 

District  of  Columbia 

12 

Fowler,  Willis  J . 

July 

1, 

1908 

Feb. 

14, 

1927 

Indiana 

13 

McIntosh,  Joseph  W .  . 

May 

21, 

1923 

Dec. 

19, 

1924 

Illinois. 

14 

Collins,  Charles  W .  . 

July 

1, 

1923 

June 

30. 

1927 

Illinois 

15 

Stearns,  E  W . 

Jan 

6, 

1925 

Nov. 

30, 

1928 

Virginia 

16 

Await,  F  G . 

July 

1, 

1927 

Feb 

15, 

1936 

Maryland 

17 

Gough,  E  H 

July 

6, 

1927 

Oct. 

16, 

1941 

Indiana 

18 

Proctor,  John  L 

Dec 

1, 

1928 

Jan. 

23, 

1933 

Washington 

19 

Lyons,  Gibbs .  . 

Jan 

24, 

1933 

Jan 

15, 

1938 

Georgia 

20 

Prentiss,  Jr ,  William . 

Feb 

24, 

1936 

Jan 

15, 

1938 

Georgia 

21 

Diggs,  Marshall  R 

Jan. 

16, 

1938 

Sept 

30, 

1938 

Texas 

22 

Oppegard,  G  J 

Jan 

16, 

1938 

Sept 

30, 

1938 

California 

23 

Upham,  C.  B 

Oct. 

1, 

1938 

Dec 

31, 

1948 

Iowa 

24 

Mulroney,  A  j . 

May 

1, 

1939 

Aug 

31, 

1941 

Iowa 

25 

McCandless,  R  B . 

July 

7, 

1941 

Mar 

1, 

1951 

Iowa 

26 

Sedlacek,  L  H 

Sept 

1, 

1941 

Sept 

30, 

1944 

Nebraska 

27 

Robertson,  J,  L . 

Oct 

1, 

1944 

Feb 

17, 

1952 

Nebraska 

28 

Hudspeth,  J  W 

Jan 

1, 

1949 

Aug 

31, 

1950 

Texas 

29 

Jennings,  L.  A.  .......  . 

Sept 

1, 

1950 

May 

16, 

1960 

New  York. 

30 

Taylor,  W  M 

Mar 

1 , 

1951 

Apr. 

1, 

1962 

Virginia 

31 

Garwood,  G  W 

Feb. 

18, 

1952 

Dec. 

31, 

1962 

Colorado 

32 

Fleming,  Chapman  C  . 

Sept 

15, 

1959 

Aug 

31, 

1962 

Ohio 

33 

Haggard,  Hollis  S .  .  .  .  ,  . 

May 

16, 

1960 

Aug 

3, 

1962 

Missouri. 

34 

Camp,  William  B 

Apr 

2, 

1962 

Nov 

15, 

1966 

Texas 

35 

Redman,  Clarence  B 

Aug 

4, 

1962 

Oct. 

26, 

1963 

Connecticut 

36 

Watson,  Justin  T 

Sept 

3, 

1962 

July 

18, 

1975 

Ohio 

37 

Miller  Dean  E 

Dec. 

23, 

1962 

Iowa 

38 

DeShazo,  Thomas  G 

Jan. 

1, 

1963 

Mar 

3, 

1978 

Virginia 

39 

Egertson,  R  Coleman 

July 

13, 

1964 

June 

30, 

1966 

Iowa. 

40 

Blanchard,  Richard  J . 

Sept 

1, 

1964 

Sept 

26, 

1975 

Massachusetts 

41 

Park,  Radcliffe . 

Sept 

1, 

1964 

June 

1, 

1967 

Wisconsin. 

42 

Faulstich,  Albert  J . 

July 

19, 

1965 

Oct. 

26, 

1974 

Louisiana 

43 

Motter,  David  C 

July 

1, 

1966 

Sept 

20, 

1981 

Ohio 

44 

Gwin,  John  D  . 

Feb 

21, 

1967 

Dec. 

31, 

1974 

Mississippi 

45 

Howland,  Jr.,  W  A 

July 

5, 

1973 

Mar 

27, 

1978 

Georgia 

46 

Mullm,  Robert  A 

July 

5, 

1973 

Sept 

8. 

1978 

Kansas 

47 

Ream,  Joseph  M 

Feb 

2, 

1975 

June 

30, 

1978 

Pennsylvania. 

48 

Bloom,  Robert . 

Aug 

31. 

1975 

Feb 

28, 

1978 

New  York 

49 

Chotard,  Richard  D . 

Aug 

31, 

1975 

Nov 

25, 

1977 

Missouri. 

50 

Hall,  Charles  B 

Aug 

31, 

1975 

Sept. 

14, 

1979 

Pennsylvania 

51 

Jones,  David  H 

Aug 

31, 

1975 

Sept 

20, 

1976 

Texas. 

52 

Murphy,  C.  Westbrook . 

Aug 

31, 

1975 

Dec. 

30, 

1977 

Maryland 

53 

Selby  H  Joe 

Aug 

31, 

1975 

Texas 

54 

Homan,  Paul  W . 

Mar. 

27, 

1978 

Jan. 

21, 

1983 

Nebraska. 

55 

Keefe,  James  T . 

Mar. 

27, 

1978 

Sept 

18, 

1981 

Massachusetts. 

56 

Muckenfuss,  Cantwell  F.,  Ill  .... . 

Mar. 

27, 

1978 

Oct. 

1, 

1981 

Alabama. 

57 

Wood  Billy  C  . 

Nov. 

7, 

1978 

Texas 

58 

Longbrake,  William  A  .  . 

Nov 

8, 

1978 

July 

9, 

1982 

Wisconsin 

59 

Odom,  Jr,  Lewis  G 

Mar. 

21, 

1979 

Nov 

16, 

1980 

Alabama. 

60 

Martin  William  E  . 

May 

22, 

1979 

Texas 

61 

Barefoot,  Jo  Ann . 

July 

13, 

1979 

Sept. 

5, 

1982 

Connecticut. 

62 

Lord,  Charles  E . 

Apr 

13, 

1981 

Mar. 

31, 

1982 

Connecticut. 

63 

Bench  Robert  R 

Mar. 

21, 

1982 

Massachusetts 

64 

Klinzing,  Robert  R 

Mar. 

21, 

1982 

Connecticut 

65 

Robertson,  William  L 

Mar. 

21, 

1982 

Texas 

66 

Arnold,  Doyle  L 

May 

2, 

1982 

California 

67 

Weiss,  Steven  J . 

May 

2, 

1982 

Pennsylvania 

68 

Stephens,  Martha  B 

June 

1, 

1982 

Georgia 

69 

Stirnweis,  Craig  M 

Sept 

19, 

1982 

Idaho. 

70 

Herrmann,  Robert  J . 

Jan 

1. 

1983 

Illinois. 

71 

Mancusi,  Michael  A  . 

Jan 

1, 

1983 

Maryland 

72 

Marriott.  Dean  S . 

Jan 

1, 

1983 

Missouri. 

73 

Poole,  Clifton  A  ,  Jr . 

Jan 

1, 

1983 

North  Carolina 

74 

Taylor,  Thomas  W .  . 

Jan 

1, 

1983 

Ohio 

75 

Boland,  James  E  Jr 

Feb 

7, 

1983 

Pennsylvania 
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Branches *  of  national  banks,  by  states,  June  30  to  December  31,  1982 


Total 

Alabama 

Alaska 

Arizona . 

Arkansas  . 

California . 

Colorado 

Connecticut . 

Delaware 

District  of  Columbia 
Florida  . 

Georgia 

Hawaii . 

Idaho . 

Illinois . 

Indiana 
Iowa  .  . 

Kansas 

Kentucky  . 

Louisiana 

Maine . 

Maryland 
Massachusetts  . 

Michigan . 

Minnesota 

Mississippi 

Missouri . 

Montana 

Nebraska .  . 

Nevada  . 

New  Hampshire  .  . 

New  Jersey 
New  Mexico 
New  York  . 

North  Carolina 
North  Dakota 
Ohio 

Oklahoma 

Oregon . 

Pennsylvania 
Rhode  Island 

South  Carolina 
South  Dakota 
Tennessee 

Texas  . 

Utah . 

Vermont  . 

Virginia 
Washington 
West  Virginia 
Wisconsin  . 
Wyoming . 


Branches  acquired 

Existing  branches 

De  novo  branches 

through  merger 

discontinued  or 

Branches 

opened  for 

or  conversion 

consolidated, 

Branches 

in  operation 

business  July  1 

July  1  to 

July  1  to 

in  operation 

June  30, 

to  December  31 , 

December  31 , 

December  31 , 

December  31 , 

1982 

1982 

1982 

1982 

1982 

19,822 

577 

597 

188 

20.808 

329 

3 

8 

1 

339 

79 

0 

0 

0 

79 

374 

8 

0 

0 

382 

186 

2 

0 

0 

188 

2,828 

42 

0 

44 

2,826 

44 

0 

0 

0 

44 

213 

0 

96 

0 

309 

8 

7 

0 

3 

12 

157 

6 

0 

1 

162 

787 

69 

200 

12 

1,044 

423 

7 

7 

3 

434 

2 

0 

0 

0 

2 

190 

0 

0 

1 

189 

257 

8 

0 

0 

265 

558 

8 

3 

9 

560 

101 

5 

2 

2 

106 

80 

0 

0 

0 

80 

262 

5 

26 

2 

291 

305 

6 

0 

22 

289 

114 

1 

0 

0 

115 

423 

14 

117 

31 

523 

475 

15 

7 

1 

496 

975 

13 

12 

12 

988 

125 

1 

2 

0 

128 

299 

9 

2 

1 

309 

84 

4 

0 

0 

88 

10 

0 

0 

0 

10 

60 

3 

0 

0 

63 

91 

0 

0 

0 

91 

98 

2 

1 

0 

101 

964 

79 

11 

10 

1,044 

127 

1 

0 

0 

128 

1,900 

48 

64 

0 

2,012 

850 

110 

12 

3 

969 

28 

1 

0 

0 

29 

1,408 

21 

13 

14 

1,428 

59 

0 

0 

0 

59 

356 

0 

0 

0 

356 

1,466 

26 

3 

0 

1,495 

115 

0 

0 

3 

112 

367 

7 

2 

1 

375 

97 

2 

0 

0 

99 

370 

3 

0 

1 

372 

39 

2 

0 

0 

41 

173 

2 

2 

0 

177 

49 

1 

0 

0 

50 

726 

0 

0 

0 

726 

650 

22 

7 

10 

669 

31 

9 

0 

0 

40 

110 

5 

0 

1 

114 

0 

0 

0 

0 

0 

*  Does  not  include  CBCT  or  foreign  branches  For  those  branches  see  pp  200-201 
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CBCT  branches *  of  national  banks,  by  states,  June  30  to  December  31,  1982 


Branches 
in  operation 

June  30, 

1982 

De  novo  branches 
opened  for 
business  July  1 
to  December  31 , 
1982 

Branches  acquired 
through  merger 
or  conversion 

July  1  to 
December  31, 

1982 

Existing  branches 
discontinued  or 
consolidated, 

July  1  to 
December  31, 

1982 

Branches 
in  operation 
December  31 , 

1982 

Total . 

1,734 

412 

4 

3 

2,147 

Alabama . 

36 

3 

0 

0 

39 

Alaska 

2 

0 

0 

0 

2 

Arizona 

10 

8 

0 

0 

18 

Arkansas 

14 

2 

0 

0 

16 

California  . 

27 

41 

0 

0 

68 

Colorado 

33 

0 

0 

0 

33 

Connecticut . 

5 

2 

0 

0 

7 

Delaware . 

0 

0 

0 

0 

0 

District  of  Columbia 

3 

1 

0 

0 

4 

Florida 

59 

6 

0 

0 

65 

Georgia . 

39 

5 

0 

0 

44 

Hawaii . 

0 

0 

0 

0 

0 

Idaho . 

1 

0 

0 

0 

1 

Illinois . 

63 

11 

0 

1 

73 

Indiana  . 

20 

6 

0 

0 

26 

Iowa  .  .  . .  . 

73 

4 

0 

0 

77 

Kansas  . 

56 

0 

0 

0 

56 

Kentucky . 

22 

0 

0 

0 

22 

Louisiana . 

19 

3 

0 

0 

22 

Maine . 

33 

9 

0 

0 

42 

Maryland . 

12 

12 

0 

0 

24 

Massachusetts . 

76 

65 

0 

0 

141 

Michigan . 

106 

14 

0 

0 

120 

Minnesota  . 

47 

0 

0 

0 

47 

Mississippi  . 

1 

2 

0 

1 

2 

Missouri . 

3 

0 

0 

0 

3 

Montana . 

21 

0 

0 

0 

21 

Nebraska . 

107 

18 

0 

0 

125 

Nevada . 

4 

2 

0 

0 

6 

New  Hampshire  . 

1 

0 

0 

0 

1 

New  Jersey . 

19 

4 

0 

0 

23 

New  Mexico . 

3 

1 

0 

0 

4 

New  York  . 

222 

32 

4 

0 

258 

North  Carolina . 

24 

3 

0 

0 

27 

North  Dakota . 

17 

0 

0 

0 

17 

Ohio  . 

90 

13 

0 

1 

102 

Oklahoma . 

170 

24 

0 

0 

194 

Oregon . 

0 

0 

0 

0 

0 

Pennsylvania . 

26 

67 

0 

0 

93 

Rhode  Island 

0 

1 

0 

0 

1 

South  Carolina  . 

35 

1 

0 

0 

36 

South  Dakota 

13 

0 

0 

0 

13 

Tennessee  . 

64 

2 

0 

0 

66 

Texas  . 

96 

50 

0 

0 

146 

Utah . 

0 

0 

0 

0 

0 

Vermont . 

0 

0 

0 

0 

0 

Virginia  . 

9 

0 

0 

0 

9 

Washington 

0 

0 

0 

0 

0 

West  Virginia . 

2 

0 

0 

0 

2 

Wisconsin 

51 

0 

0 

0 

51 

Wyoming 

0 

0 

0 

0 

0 

'  Customer-bank  communications  terminal  branches 
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Federal  branches  and  agencies  of  foreign  banks ,  by  state 
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Applications  for  national  bank  charters,  calendar  1 982 


De  novo 

Pursuant  to 

corporate  reorganization 

State- 

chartered 

banks 

converted 

to  national 
banks 

Approved 

Rejected 

Newly 

organized 

Approved 

Rejected 

Charters 

issued 

Total 

297 

4 

189 

179 

0 

177 

34 

Alabama . 

1 

0 

1 

2 

0 

3 

0 

Alaska . .  . 

0 

0 

0 

2 

0 

2 

0 

Arizona 

1 

0 

0 

0 

0 

0 

0 

Arkansas  ... 

1 

0 

1 

2 

0 

2 

0 

California 

76 

2 

35 

1 

0 

2 

0 

Colorado 

30 

0 

21 

7 

0 

19 

9 

Connecticut . 

0 

0 

0 

1 

0 

0 

0 

Delaware . 

2 

0 

4 

1 

0 

1 

1 

District  of  Columbia 

2 

0 

1 

2 

0 

3 

0 

Florida . 

23 

0 

19 

7 

0 

7 

9 

Georgia . 

0 

0 

1 

5 

0 

6 

1 

Hawaii . 

1 

0 

1 

0 

0 

0 

0 

Idaho . 

0 

0 

0 

0 

0 

0 

0 

Illinois  .  . 

1 

0 

1 

18 

0 

28 

0 

Indiana  . 

0 

0 

1 

20 

0 

10 

0 

Iowa . 

0 

0 

0 

2 

0 

1 

2 

Kansas  . 

3 

0 

1 

4 

0 

4 

1 

Kentucky . 

0 

0 

0 

8 

0 

6 

1 

Louisiana . 

7 

0 

1 

5 

0 

6 

0 

Maine  . 

0 

0 

0 

1 

0 

0 

0 

Maryland . 

0 

0 

2 

1 

0 

1 

0 

Massachusetts . 

1 

0 

1 

1 

0 

0 

0 

Michigan  . 

1 

0 

2 

3 

0 

3 

0 

Minnesota  . 

0 

0 

0 

0 

0 

0 

0 

Mississippi . 

0 

0 

0 

2 

0 

1 

0 

Missouri  . 

6 

0 

3 

3 

0 

0 

2 

Montana . 

0 

0 

0 

0 

0 

0 

0 

Nebraska . 

3 

0 

4 

0 

0 

0 

0 

Nevada  . 

2 

0 

0 

0 

0 

0 

0 

New  Hampshire  . 

0 

0 

0 

1 

0 

1 

0 

New  Jersey . 

2 

0 

2 

7 

0 

5 

0 

New  Mexico.  .  .  . 

6 

0 

2 

0 

0 

3 

0 

New  York 

2 

0 

1 

2 

0 

2 

1 

North  Carolina 

0 

0 

0 

0 

0 

0 

1 

North  Dakota . 

0 

0 

1 

0 

0 

0 

0 

Ohio . 

0 

0 

2 

8 

0 

5 

1 

Oklahoma . 

12 

0 

7 

0 

0 

0 

1 

Oregon 

0 

0 

1 

0 

0 

0 

0 

Pennsylvania 

0 

0 

0 

10 

0 

11 

0 

Rhode  Island 

0 

0 

0 

0 

0 

0 

0 

South  Carolina 

1 

0 

1 

0 

0 

0 

0 

South  Dakota 

0 

0 

0 

0 

0 

0 

0 

Tennessee 

0 

0 

0 

9 

0 

9 

0 

Texas . 

103 

2 

63 

26 

0 

30 

2 

Utah . 

2 

0 

0 

0 

0 

0 

1 

Vermont . 

0 

0 

0 

2 

0 

0 

0 

Virginia 

0 

0 

2 

5 

0 

4 

0 

Washington 

3 

0 

5 

1 

0 

0 

1 

West  Virginia 

0 

0 

0 

8 

0 

2 

0 

Wisconsin . 

1 

0 

1 

2 

0 

0 

0 

Wyoming 

4 

0 

1 

0 

0 

0 

0 
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Applications  for  national  bank  charters \  approved  and  rejected,  by  states,  July  1  to  December  31,  1982 


Approved  Rejected 


ALABAMA 

National  Bank  of  Birmingham,  Birmingham  Oct  4 - 

ARIZONA 

National  Bank  of  Arizona,  Scottsdale  Nov  22 - 

ARKANSAS 

First  National  Bank  of  Cleburne  County, 

Quitman  .  Nov,  12  — 

CALIFORNIA 

Auburn  Bank  of  Commerce,  National 
Association,  Auburn  July  20  - 

Barstow  National  Bank,  Barstow  .  July  16  - 

Western  Sierra  National  Bank,  Cameron  Park  Nov,  2  - 

Western  Family  Bank,  National  Association, 

Carlsbad  Aug  5  - 

Interamerica  National  Bank,  Delano  .  Nov.  2  - 

Coast  International  Bank,  National  Association, _ 

Irvine  . '  July  26  - 

Commercial  Business  Bank,  National 
Association,  Los  Angeles  July  29  — 

Empire  National  Bank,  Los  Angeles  July  29  — 

Executive  Bank,  National  Association,  Los 

Angeles .  Oct  4  — 

Marathon  National  Bank,  Los  Angeles  Aug  24  - 

Olympic  Business  Bank,  Los  Angeles  July  26  - 

High  Tech  National  Bank,  Los  Gatos  Nov,  16  — 

First  Empire  National  Bank,  Rancho 

Cucamonga  .  Sept  24  — 

Inland  Empire  National  Bank,  Riverside  Nov,  16  - 

National  Inter-City  Bank,  Santa  Clara  Oct  4  — 

Bank  One  International,  National  Association, 

San  Francisco  .  Oct,  26  - 

Royal  Bank  of  California,  National  Association, 

San  Francisco  .  July  2  - 

First  Interstate  Bancard  Company,  National 
Association,  Simi  Valley  Oct  26  - 

Upland  National  Bank.  Upland  July  20  - 

COLORADO 

National  Bank  of  Arapahoe,  Arapahoe  County  Dec.  20  - 

Colonial  National  Bank  of  Aurora,  Aurora  Oct,  25  - 

Chancery  National  Bank,  Denver  Nov  16  - 

Union  National  Bank  of  Colorado,  Denver  Oct,  27  - 

Durango  National  Bank,  Durango  Sept.  28  - 

Metro  National  Bank-Tech  Center,  Englewood  Sept,  29  - 

Fraser  Valley  National  Bank,  Fraser  ,  Oct  4  - 

Horizon  National  Bank,  Grand  Junction  July  21  - 

Valley  National  Bank,  Loveland  Nov.  23  - 

First  National  Bank  of  Pagosa  Springs,  Pagosa 

Springs  .  Aug  26  - 

FirstBank  of  Silverthorne,  National  Association 
Silverthorne  Sept  22  - 

DISTRICT  OF  COLUMBIA 

Enterprise  Bank,  National  Association 

Washington  .  July  21  - 

Palmer  National  Bank,  Washington  Aug  24  - 

FLORIDA 

The  Chase  Manhattan  Trust  Company  of 
Florida,  National  Association,  Boca  Raton  Dec  8  - 

Florida  Coast  Midlantic  Trust  Company,  National 
Association,  Lighthouse  Point  .  .  Sept.  17  - 

First  National  Bank  of  Santa  Rosa,  Milton  Dec  9 

Commerce  National  Bank,  Naples .  Aug  4 

Northern  Trust  Bank  of  Florida/Naples  National 
Association,  Naples  Sept  24 

National  City  Trust  Company,  Palm  Beach  July  15  - 

Northern  Trust  Bank  of  Florida/Palm  Beach 
National  Association,  Palm  Beach  Sept  24  - 

Pennsylvania  Trust  Company  of  Florida,  National 
Association,  Vero  Beach  Nov  2  - 


ILLINOIS 

The  First  National  Bank  of  Douglas  County, 

Tuscola  Feb  6* 

KANSAS 

First  National  Bank  of  Garden  City,  Garden  City  Oct  27  - 
First  National  Bank  of  Holcomb,  Holcomb  Dec  8  - 


Approved  Rejected 

LOUISIANA 

First  National  Bank  of  Bastrop,  Bastrop  Aug  24  - 

Citizens  National  Bank  of  Breaux  Bridge, 

Breaux  Bridge  .  Sept  23  - 

Western  National  Bank  of  Louisiana,  Kaplan  Nov  2  - 

Progressive  National  Bank  of  DeSoto  Parish, 

Mansfield .  Sept  23  - 

The  Progressive  National  Bank  of  Rayne, 

Rayne .  Sept  22  - 

First  National  Bank  of  St.  Martin,  St  Martinville  Dec  9 

NEBRASKA 

Nebraska  National  Bank,  Omaha  July  20 - 

NEW  JERSEY 

National  Community  Bank  —  Central  Jersey, 

Plainsboro .  Aug.  4  - 

NEW  MEXICO 

First  City  National  Bank,  Albuquerque  July  9  - 

First  American  National  Bank,  Hobbs  July  29  - 

First  American  National  Bank  of  Las  Cruces, 

Las  Cruces  .  July  29  — 

NEW  YORK 

Security  Pacific  National  Trust  Company,  New 
York .  Sept.  28  - 

OKLAHOMA 

American  National  Bank,  Ardmore  Dec.  7  - 

Affiliated  Bank  of  Broken  Arrow,  National 

Association,  Broken  Arrow  .  Oct  4  - 

Oakwood  National  Bank,  Enid  Oct.  6  - 

Memorial  Bank,  National  Association,  Oklahoma 

City  .  Nov.  22  - 

Century  National  Bank  of  Oklahoma,  Pryor  Oct  6  — 

First  National  Bank  of  Skiatook,  Skiatook  Aug  24  — 

Limestone  National  Bank,  Sand  Springs  Sept  22  — 

SOUTH  CAROLINA 

Old  Colony  Trust  Company  of  South  Carolina, 

National  Association,  Hilton  Head  July  27  — 

TEXAS 

Andrews  National  Bank,  Andrews  Aug  31  - 

Texas  National  Bank,  Brenham  Dec  17  - 

First  Consolidated  Bank,  National  Association, 

Buda .  Aug.  17  - 

First  National  Bank  of  College  Station,  College 

Station  Nov.  22  - 

First  National  Bank  of  Crosby,  Crosby  July  7  — 

Business  National  Bank,  Dallas  Dec  17  - 

Community  Bank,  National  Association,  Decker 

Prairie .  Nov.  16  - 

Hulen  Natinal  Bank,  Fort  Worth  Nov  19  - 

Woodhaven  National  Bank,  Forth  Worth  Dec  28  - 

Texas  Bank  of  Garland,  National  Association, 

Garland  .  Sept  24 - 

Bank  of  Briarglen,  National  Association, 

Houston  Oct  27  — 

Harris  County  Bank-Airport,  National 
Association,  Houston  Sept.  8  - 

Independence  Bank,  National  Association, 

Houston .  Oct.  13  — 

National  Bank  of  Texas,  Houston  Oct.  8  - 

Northport  National  Bank,  Houston  Dec  9  - 

Northwood  National  Bank,  Houston  Nov.  23  - 

Park  Tower  National  Bank,  Houston  Aug  4  - 

PetroBank,  National  Association,  Houston  July  1  - 

Texas  Commerce  Bank  -  West  Oaks,  National 
Association,  Houston  July  7  - 

West  Houston  National  Bank,  Houston  Aug  24  - 

Plaza  Centre  National  Bank,  Irving  Dec  8 

Harris  County  Bank-Cy-Fair,  National 
Association,  Jersey  Village  Sept  8 

Lago  Vista  National  Bank,  Lago  Vista  Sept  8 

Whisperwood  National  Bank,  Lubbock  Sept  8 

McAllen  National  Bank,  McAllen  July  20 

National  Bank  of  Commerce,  Pampa  Sept  22 

Air  Force  National  Bank,  Randolph  Air  Force 

Base .  Oct  21 

Metropolitan  National  Bank,  San  Antonio  Sept  24 
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Applications  for  national  bank  charters *,  approved  and  rejected,  by  states,  July  1  to  December  31,  1982— continued 


Approved  Re/eoted 


Sealy  National  Bank,  Sealy  - Aug  31 

Capital  National  Bank,  Seguin  .  Oct.  6  - 

Bank  of  South  Padre,  National  Association, 

South  Padre  Island  .  .  Aug.  31  - 

Bank  of  Tyler,  National  Association,  Tyler  Apr  16*  - 

First  National  Bank,  Uvalde  Sept  28  - 

International  Bank  of  Commerce,  National 
Association,  Zapata  .  Nov,  18  - 

WASHINGTON 

Pacific  Mountain  Bank,  National  Association, 

Graham  .  Sept.  13  — 


Approved  Rejected 


Rainier  Bank  of  Clark  County,  National 
Association,  Vancouver  .  Sept  8  — 

WISCONSIN 

Jacobus  National  Bank,  Brookfield  Dec  21  — 

WYOMING 

Energy  National  Bank,  Gillette  July  20  — 

American  National  Bank  of  Rock  Springs,  Rock 
Springs  .  Sept.  7  — 


'Comparable  information  for  January  1  to  June  30  may  be  found  in  Volume  1,  Number  3,  Quarterly  Journal ,  p.  128.  Approvals  for  that  period  not 
included  in  that  table  are  included  here. 
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Applications  for  national  bank  charters  pursuant  to  corporate  reorganizations 
by  states,  July  1  to  December  31,  1982 * 


ALABAMA 

FBG  National  Bank  of  Russellville, 
Russellville . 

ALASKA 

New  National  Bank  of  Alaska.  Anchorage 
First  Interim  National  Bank  of  Fairbanks, 
Fairbanks . 

CALIFORNIA 

New  First  National  Bank,  San  Diego 

COLORADO 

Colorado  National  Bank-Colorado  Springs, 
Colorado  Springs 

Alameda  National  Bank  of  Lakewood, 

Lakewood  . 

Central  Bank  of  Chatfield,  National 
Association,  Littleton . 

CONNECTICUT 

South  Norwalk  Newbank,  National 
Association,  Fairfield 

DELAWARE 

Colonial  Interim  National  Bank,  Wilmington 

FLORIDA 

Sun  Interim  Bank/Southwest.  National 

Association,  Cape  Coral . 

Sun  Interim  Bank/North  Florida,  National 

Association,  Jacksonville  . 

LNB  National  Bank,  Jupiter 

Naples  Interim  Bank,  National  Association, 

Naples . 

Interim  First  National  Bank  of  Venice, 

Venice . 

Flagler  Interim  National  Bank,  West  Palm 
Beach . 

GEORGIA 

First  Railroad  National  Bank  of  Columbus, 

Columbus . 

Interim  National  3ank  of  Griffin,  Griffin  , 

The  New  National  Bank  of  Walton  County. 
Monroe . 

ILLINOIS 

Aledo  National  Bank,  Aledo 
Marion  County  National  Bank,  Centralia 
First  Charleston  National  Bank,  Charleston 
Coulterville  National  Bank,  Coulterville 
Citizens  Bank,  National  Association, 

Macomb . 

FMG  Bank,  National  Association,  Morten 

Grove  . 

Sunnycrest  National  Bank,  Urbana 

INDIANA 

FNC  Bank,  National  Association, 

Crawfordsville . 

Vanderburgh  County,  National  Bank, 

Evansville . 

Gainer  Bank,  National  Association,  Gary 
La  Porte  County  National  Bank,  La  Porte 
Moores  Hill  National  Bank,  Lawrenceburg 
Logansport  National  Bank,  Logansport 
First  Merchants  National  Bank,  Muncie. 
Second  National  Bank  of  Plainfield, 

Plainfield  . 

RN  Bank,  National  Association,  Richmond 
Farmco  National  Bank,  Shelbyville 
Terre  Haute  Second  National  Bank,  Terre 

Haute . 

ANB  National  Bank,  Vincennes . 

Warsaw  National  Bank,  Warsaw 

IOWA 

Fort  Madison  Bank  &  Trust  Company, 
National  Association,  Fort  Madison 
Lamom  National  Bank,  Lamom 


Approved  Rejected 

Aug,  3  _ 

July  16  _ 

Mar  31*  _ 

Apr  14*  _ 

June  16*  _ 


Approved  Rejected 


KANSAS 

Commercial  Bank  of  Kansas  City,  National 
Association,  Kansas  City  Feb  12* 

The  Merchants  Bank  of  Topeka,  National 
Association,  Topeka  Jan  19* 

KENTUCKY 

Kentucky  Southern  National  Bank,  Bowling 
Green  ju|y  21 

FK  Bank,  National  Association,  Fort  Knox  Sept.  1 
NN  National  Bank,  Newport .  Aug  4 

MAINE 

The  Maine  Bank,  National  Association 
Portland .  Oct.  31 


July  20 
July  21 

July  21 
July  13 

July  12 

July  8 
July  30 

Mar  31* 

Mar  15* 

Aug  1 1 


Aug  24 
July  13 

June  29* 


Nov  10 
Nov  17 
Jan.  4* 
Oct  21 

Nov  15 

Sept  21 
Mar.  5* 


Oct  18 

Sept  13 
July  26 
July  14 
Oct  22 
Oct  18 
Dec  2 

Aug  5 
July  7 
Nov  10 


MASSACHUSETTS 

Homebank,  National  Association,  Milford  Dec  28 

MISSISSIPPI 

Citizens  Interim  National  Bank,  Pascagoula  Aug  24 
PB  National  Bank,  Union  Jan.  29* 

MISSOURI 

First  Community  National  Bank  of  Crawford 

County,  Steelville .  July  27 

American  Bank  in  St.  Louis,  National 
Association,  St.  Louis .  Sept.  3 

NEW  HAMPSHIRE 

New  Darmouth  National  Bank,  Hanover  Dec.  22 

NEW  JERSEY 

NBSC  National  Bank,  Branchville  Nov.  23 

Ultra  National  Bank.  Bridgewater  Oct  8 

Broad  Bank  at  Newark,  National 

Association,  Newark .  July  8 

Valley  Bank,  National  Association,  Passaic.  Dec  21 
Ocean  National  Bank,  Point  Pleasant  .  .  .  Aug.  23 

NEW  YORK 

BNB.  National  Association.  Bath  Nov  9 

WB  National  Bank,  Oneonta  Nov  16 

OHIO 

Bellevue  National  Bank,  Bellevue .  Oct.  8 

Canfield  National  Bank,  Canfield .  Oct.  8 

FTH  National  Bank,  Hillsboro  Oct  28 

Bank  One  of  Lima,  National  Association, 

Lima .  Dec.  9 

First  Buckeye  Bank,  National  Association, 

Mansfield .  July  13 

First  S/W/O,  National  Association,  Monroe  Nov  29 
IFC  Bank  of  Waynesville,  National 
Association,  Waynesville  .  Dec.  13 

PENNSYLVANIA 

FB  Bank,  National  Association,  Bath  Sept.  1 

Interim  Southwest  National  Bank  of 
Pennsylvania,  Greensburg  Mar  18* 

Interim  First  National  Bank  of  Hermme, 

Hermine  .  .  Dec  21 

United  National  Interim  Bank  in  Johnstown, 

Johnstown  July  20 

Lebanon  Valley  National  Interim  Bank, 

Lebanon  .  Sept  20 

Interim  National  Bank  of  Lewistown, 

Lewistown .  Aug.  6 

Interim  Keystone  National  Bank, 

Punxsutawney .  July  23 

Lion  Country  National  Bank,  State  College  July  27 

First  Eastern  Interim  Bank,  National 
Association,  Wilkes-Barre .  Jan.  29* 


Dec  8 
Aug.  6 
Aug  6 


July  20 
Oct  5 


TENNESSEE 

FNB  Interim  National  Bank,  Clarksville  Aug  10 

Park  Interim  Bank,  National  Association, 

Knoxville .  Oct  12 

First  American  Interim  Bank,  National 
Association,  Kingsport  Sept  2 

The  New  Peoples  National  Bank  of 
Shelbyville,  Shelbyville  June  1* 
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Applications  for  national  bank  charters  pursuant  to  corporate  reorganizations, 
by  states,  July  1  to  December  31,  1982*— continued 


Approved  Rejected 

TEXAS 

Bancorporation  National  Bank.  Bellville  June  24*  _ 

New  El  Paso  National  Bank,  El  Paso  July  23  _ 

New  Northgate  National  Bank,  El  Paso  July  23  _ 

Plaza  Bank  National  Association,  Harlingen  Sept  10  _ 

New  Northfield  National  Bank,  Houston  Dec.  7  _ 

Texas  Commerce  Bank — Lockwood, 

National  Association,  Houston .  Oct.  8  _ 

New  Union  National  Bank,  Laredo  Aug.  6  _ 

Marshall  Bank,  National  Association, 

Marshall .  Oct  5  _ 

RepublicBank  Midland,  National 

Association,  Midland.  Dec.  3  _ 

First  Bank  of  Commerce,  National 

Association,  Mission  Dec  30  _ 

Interim  New  Braunfels  National  Bank,  New 

Braunfels .  July  30  _ 

PNB  National  Bank,  Richardson  Oct.  6  _ 

New  Hays  County  National  Bank,  San 

Marcos .  July  30  _ 

Texas  American  Bank/Temple,  National 
Association,  Temple .  July  21  _ 


Approved  Rejected 

VERMONT 

New  Bradford  National  Bank,  Bradford  Sept  27  _ 

VIRGINIA 

Central  Fidelity  Bank,  National  Association, 

Southwest,  Abingdon .  Aug.  23  _ 

First  National  Bank  of  Fredericksburg, 

Fredericksburg .  Aug.  31  _ 

Chesapeake  Bank,  National  Association, 

Kilmarnock .  Sept.  20  _ 

Main  Street  National  Bank,  Wise  July  20  _ 

WEST  VIRGINIA 

FTNB,  National  Association,  Bluefield  .  Sept.  23  _ 

Commerce  Bank,  National  Association, 

Charleston .  Sept.  20  _ 

Kanawha  National  Bank,  Charleston  Aug.  30  _ 

Community  National  Bank,  Fairmont  Aug  30  _ 

MNB  National  Bank,  Fairmont.  Aug  30  _ 

Morgantown  National  Bank,  Morgantown  .  Aug  30  _ 

Teays  National  Bank,  Scott  Depot  Aug  30  _ 

WISCONSIN 

M  &  I  First  National  Bank,  West  Bend  July  26  _ 


’Comparable  information  for  January  1  to  June  30  may  be  found  in  Volume  1 ,  No.  3  of  the  Quarterly  Journal  p.  1 30.  Approvals  for  that  period  not 
included  in  that  table  are  included  here. 
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Newly  organized  national  banks,  by  states,  July  1  to  December  31,  1982 


Charter 

number 


Total  United  States:  98  banks 


Title  and  location  of  bank 


Total  capital 
accounts 


$225,798,800 


17489 


17547 

17545 

17546 
17367 
17511 
17374 
17507 
17366 
17382 
17523 
17423 
17520 
17510 
17381 
17419 

17548 


17526 

17465 

17459 

17556 
17558 

17361 

17557 

17362 
17421 
17433 
17358 
17371 
17424 
17555 


ARKANSAS 

First  National  Bank  of  Cleburne  County,  Quitman 

CALIFORNIA 

National  Bank  of  Catalina,  Avalon  . 

First  Interstate  Bancard  Company,  National  Association,  Canoga  Park 
Dana  Niguel  Bank,  National  Association,  Dana  Point 
DeAnza  National  Bank  Indian  Hills 

Pacific  Valley  National  Bank,  Modesto  . 

Napa  National  Bank,  Napa 

Ventura  County  National  Bank,  Oxnard 

Bay  Cities  National  Bank,  Redondo  Beach 

California  Business  Bank,  National  Association,  San  Jose 

Corporate  National  Bank,  Santa  Ana  . 

First  Professional  Bank,  National  Association,  Santa  Monica 
Saratoga  National  Bank,  Saratoga 

Sierra  National  Bank,  Tehachapi . 

Mineral  King  National  Bank,  Visalia . 

Rancho  Vista  National  Bank,  Vista  . 

Bank  of  Whittier,  National  Association,  Whittier . 

COLORADO 

FirstBank  at  Havan/lliff,  National  Association,  Aurora  , 

Colorado  National  Bank-East  Boulder,  Boulder 

Colonial  National  Bank,  Denver  ,  . 

FirstBank  at  Hampden/Yosemite,  National  Association,  Denver 

Market  National  Bank,  Denver  ,  ,  . 

United  Bank  of  Cherry  Creek  National  Association,  Denver 
FirstBank  at  Kipling/Jewell,  National  Association,  Lakewood 

First  National  Bank  of  Lakewood,  Lakewood . 

Citizens  National  Bank,  Limon  . 

United  Bank  of  SouthPark  National  Association,  Littleton 
United  Bank  of  Southwest  Plaza  National  Association,  Littleton 
Central  Bank  of  Pueblo,  National  Association,  Pueblo 

Mountain  National  Bank,  Woodland  Park . 

First  National  Bank  of  Yuma,  Yuma . 


1,900,000 


1,968.000 
4  000,000 
2,810,110 
2,300,000 
5,000,000 
4,000,000 
3.485,000 
3,000,000 
8,000,000 
3,000,000 
5,000,000 
3,000,000 
1,800,000 
4,591,730 
3,000.000 
2,304.100 


1.500,000 
1,500,000 
1,252,500 
1,500,000 
2,000,000 
1,500,000 
1 ,000,000 
2,300,000 
1,000,000 
1,500.000 
1,500,000 
2,239.000 
1,000,000 
1,000,000 


17437 

17368 

17553 

17487 

17551 

17441 

17528 

17391 


FLORIDA 

Riverside  National  Bank  of  Florida,  Fort  Pierce . 

Flagship  National  Bank  of  Gainesville,  Gainesville 

Liberty  National  Bank,  Longwood  . 

Northern  Trust  Bank  of  Florida,  National  Association,  Miami 

SafraBank  II  National  Association,  Pompano  Beach 

First  Trust  Company  of  Florida,  National  Association,  Sarasota 

Sun  Bank/Indian  River,  National  Association,  Vero  Beach  . 

NBD  Trust  Company  of  Florida,  National  Association,  West  Palm  Beach 


17431 


INDIANA 

Citizens  National  Bank  of  Madison,  Madison 


2.000,000 

240.000 

1,750,000 

3,500,000 

2,000,000 

1,500,000 

2,000,000 

1,250.000 


1.200.000 


17356 

17357 

17488 

17525 


MARYLAND 

Equitable  Bank,  National  Association,  Baltimore  . 

Farmers  and  Merchants  National  Bank  of  Hagerstown,  Hagerstown 

MICHIGAN 

Comerica  Bank-Grosse  Pomte,  National  Association,  Grosse  Pointe 
Capitol  National  Bank,  Lansing 


17422 


MISSOURI 

Mark  Twain  Stadium  Bank,  National  Association,  St  Louis 


240,000 

120,000 

2,000,000 

1.500,000 


2,000,000 


17372 

17515 

17537 


NEBRASKA 

Northwest  National  Bank,  Grand  Island 
First  Security  National  Bank,  Lincoln 
Nebraska  National  Bank,  Omaha 


1,000,000 

1,000.000 

2.500.000 


17384 


NEW  JERSEY 

The  First  Jersey  National  Bank/Delaware  Valley,  Turnersville 


NEW  MEXICO 

17514  First  City  National  Bank,  Albuquerque 
17376  First  City  National  Bank,  Ruidoso 


17438 

17457 

17552 

17428 


OKLAHOMA 

American  National  Bank,  Durant 
Capital  National  Bank,  Oklahoma  City 
First  National  Bank  of  Sapulpa,  Sapulpa 
Community  National  Bank,  Seiling 


120,000 


7,500,000 

2.000.000 


2.000.000 
5.000  000 
3.000  000 
1.250.000 
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Newly  organized  national  banks ,  by  states,  July  1  to  December  31,  1982 — continued 


Charter 

number 


SOUTH  CAROLINA 

17458  Old  Colony  Trust  Company  of 


Title  and  location  of  bank 


Total  capital 
accounts 


South  Carolina,  National  Association,  Hilton  Head 


$  1,500,000 


17360 

17375 

17513 

17559 

17429 

17522 

17516 
17442 
17486 
17425 
17440 
17456 
17454 
17365 
17432 
17439 
17359 
17392 
17509 
17453 
17519 

17363 
17527 

17364 
17396 
17436 
17512 
17418 

17517 
17417 
17434 
17524 
17373 
17420 
17383 
17377 
17380 


TEXAS 

RepublicBank  North  Dallas,  National  Association,  Addison 
Coastal  National  Bank,  Aransas  Pass 
Guaranty  National  Bank,  Austin 
First  National  Bank  of  Beckville,  Beckville 

Bedford  National  Bank,  Bedford  . 

Western  National  Bank,  Bryan 

First  Western  National  Bank  of  Carrollton,  Carrollton 

City  National  Bank  of  Carrollton,  Carrollton 

First  National  Bank  of  Colorado  City,  Colorado  City 

Coastal  Bend  National  Bank,  Corpus  Christ. 

Western  National  Bank  of  Corpus  Christi,  Corpus  Christi 
Citizens  National  Bank,  Crockett 
Mercantile  Bank-North,  National  Association,  Dallas 
First  National  Bank  of  Denver  City,  Denver  City 
First  City  National  Bank  of  Fort  Worth,  Fort  Worth 

River  Plaza  National  Bank,  Fort  Worth  . 

Community  National  Bank,  Friendswood  . 

East  Town  National  Bank,  Garland 

Lee  County  National  Bank,  Giddings  . 

South  Harlingen  National  Bank,  Harlingen 

Town  and  Country  National  Bank,  Harlingen 

Sam  Houston  National  Bank  of  Walker  County,  Huntsville 

Century  National  Bank,  Unincorporated  Area  of  Harris  County 

Texas  Commerce  Bank-Cypress  Station,  National  Association,  Unincorporated  Area  of  Harris  County 
First  City  Bank-Northchase,  National  Association,  Houston 
Western  Bank- Westwood,  National  Association,  Houston  , 

Williamstown  Bank,  National  Association,  Houston 
UmtedBank  l-lo  West,  National  Association,  Katy 
ClayDesta  National  Bank,  Midland 
Security  National  Bank  of  Midland,  Midland 
Atascosa  National  Bank,  Pleasanton 

Park  National  Bank,  Porter . 

The  First  National  Bank  of  Pottsboro,  Pottsboro 
Metropolitan  National  Bank-Richardson,  Richardson 
Brazoswood  National  Bank.  Richwood 
American  National  Bank,  Stafford 

American  National  Bank,  Tyler  . 


2,500,000 

1,500,000 

2,000,000 

1,250,000 

2,000,000 

2,000,000 

2,500,000 

2,500,000 

1,500,000 

2,000,000 

2,500,000 

1,200,000 

6,900,000 

3,000,000 

5,000,000 

3,000,000 

1,500,000 

2,000,000 

2,500,000 

1,500,000 

2,000,000 

2,000,000 

2,000,000 

1,700,000 

2,000,000 

2,000,000 

2,500,000 

2,000,000 

4,000,000 

2,500,000 

1.250,000 

1.250,000 

1,322,000 

3,000,000 

1,500,000 

2,000,000 

2,000,000 


17450 


VIRGINIA 

Virginia  National  Bank/Wise,  Wise 


17467 

17521 

17508 


WASHINGTON 

Western  National  Bank,  Bothell 
Gig  Harbor  National  Bank,  Gig  Harbor 
American  National  Bank,  Kennewick 


9,197,440 


1,025,000 

1,624,000 

1,800,000 


17538 


WISCONSIN 

Jacobus  National  Bank,  Brookfield 


160,000 


NOTE  Comparable  information  for  January  1  to  June  30  may  be  found  in  Volume  1,  Number  3,  Quarterly  Journal,  p  131 
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State-chartered  banks  converted  to  national  banks ,  by  states,  July  1  to  December  31,  1982 

(Dollar  amounts  in  thousands) 


Charter 

number 

Title  and  location  of  bank 

Effective 

date 

Total  assets 

17473 

Total:  22  banks . 

COLORADO 

Colorado  National  Bank — Arvada,  Arvada,  conversion  of  Arvada  State  Bank 

October 

15 

$2,579,890 

47,457 

17474 

Colorado  National  Bank — Tech  Center,  Denver,  conversion  of  Colorado  Bank — Tech 
Center  .  .  . . . 

October 

15 

20,846 

17475 

Colorado  National  Bank — Glenwood,  Glenwood  Springs,  conversion  of  The  Bank  of 
Glenwood 

October 

15 

30,683 

17476 

Colorado  National  Bank — Golden,  Golden,  conversion  of  Golden  State  Bank 

October 

15 

25,580 

17477 

Colorado  National  Bank — Orchard  Mesa,  Grand  Junction,  conversion  of  Bank  of 
Orchard  Mesa . 

October 

15 

30,354 

17478 

Colorado  National  Bank— Greeley,  Greeley,  conversion  of  Weld  Colorado  Bank 

October 

15 

9,993 

17378 

First  National  Bank  of  Leadville,  Leadville,  conversion  of  First  Mining  and  Exchange 
Bank  of  Leadville  . 

August 

2 

6,135 

17481 

United  Bank  of  Longmont,  National  Association,  Longmont,  conversion  of  United  Bank 
Longmont 

October 

21 

30.052 

17379 

Community  Bank,  National  Association,  Northglenn,  conversion  of  Community  Bank 

August 

2 

8.481 

17395 

DELAWARE 

Provident  of  Delaware  Bank,  National  Association,  Wilmington,  conversion  of  Provident 
of  Delaware  Bank  . 

September 

7 

100,480 

17530 

FLORIDA 

Exchange  Bank  of  Lee  County,  National  Association,  Fort  Myers,  conversion  of 
Exchange  Bank  of  Lee  County  . 

November 

30 

1 1 1,415 

17531 

Exchange  Bank  of  Osceola  County,  National  Association,  Kissimmee,  conversion  of 
Exchange  Bank  of  Osceola  . 

November 

30 

39,998 

17532 

Exchange  Bank  of  Collier  County,  National  Association,  Naples,  conversion  of 
Exchange  Bank  of  Collier  County  . 

November 

30 

26,729 

17533 

Exchange  Bank  of  Sarasota  County,  National  Association,  Sarasota,  conversion  of 
Exchange  Bank  of  Sarasota  County . 

November 

30 

28,482 

17385 

Gulfstream  National  Bank,  Tamarac,  conversion  of  Gulfstream  Bank 

July 

31 

93,414 

17534 

Exchange  Bank  and  Trust  Company  of  Florida,  National  Association,  Tampa, 
conversion  of  Exchange  Bank  and  Trust  Company  of  Florida 

November 

30 

1,412,225 

17535 

Exchange  Bank  of  Polk  County,  National  Association,  Winter  Haven,  conversion  of 
Exchange  Bank  of  Polk  County . 

November 

30 

187,294 

17463 

GEORGIA 

First  National  Bank  of  Camden  County,  St  Marys,  conversion  of  Saint  Marys  State 
Bank  . 

October 

1 

13,248 

17464 

KANSAS 

Farmers  Bank  &  Trust,  National  Association,  Albert,  conversion  of  Farmers  State  Bank 

October 

1 

22,120 

17394 

KENTUCKY 

Kentucky  National  Bank,  Walton,  conversion  of  Dixie  State  Bank 

August 

16 

15,240 

17560 

NORTH  CAROLINA 

Citizens  National  Bank,  Winston-Salem,  conversion  of  United  Citizens  Bank 

December 

30 

1.855 

17393 

OHIO 

National  City  Bank,  Akron,  Akron,  conversion  of  the  Goodyear  Bank 

July 

19 

317.809 

NOTE  Comparable  information  for  January  1  to  June  30  may  be  found  in  Volume  1,  Number  3.  Quarterly  Journal,  p  133 
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National  bank  charters  issued  pursuant  to  corporate  reorganizations,  by  states,  July  1  to  December  31,  1982 


Charter 

number 


Title  and  location  of  bank 


Date  of 
issuance 


Total-  87  banks 


4250 

11846 

5593 


14651 

7718 


12429 

15836 


17129 


3913 

15114 

15336 

1651 

16909 

15014 

17371 


15033 


17300 

17299 

16455 

15644 

15071 


1639 

14046 


16431 

15368 

14024 

14403 

14839 

2413 

15545 

479 

2176 

14366 

15843 


206 
13818 
14258 
701 1 
3864 
14382 


7322 


6311 

3909 

2782 


6028 

14894 

2901 

2663 

4765 

6622 


13737 

14503 

16200 


ALABAMA 

First  Alabama  Bank  of  Anniston,  National  Association,  Anniston 

FBG  National  Bank  of  Russellville,  Russellville  . 

First  Alabama  Bank  of  Troy,  National  Association,  Troy 

ALASKA 

New  National  Bank  of  Alaska,  Anchorage 

First  Interim  National  Bank  of  Fairbanks,  Fairbanks 

ARKANSAS 

The  National  Bank  of  Commerce  of  Eldorado,  El  Dorado 
The  Metropolitan  National  Bank,  Little  Rock 

CALIFORNIA 

New  First  National  Bank,  San  Diego  . 

COLORADO 

Colorado  National  Bank— Colorado  Springs,  Colorado  Springs 

Colorado  National  Bank — Northeast,  Denver 

Colorado  National  Bank— South,  Denver 

The  New  Colorado  National  Bank  of  Denver,  Denver 

The  New  Foothills  National  Bank,  Fort  Collins 

Alameda  National  Bank  of  Lakewood,  Lakewood 

Central  Bank  of  Pueblo,  Pueblo  . 

DELAWARE 

Colonial  Interim  National  Bank,  Wilmington  . 

FLORIDA 

Sun  Interim  Bank/Southwest,  National  Association,  Cape  Coral  . 

Sun  Interim  Bank/North  Florida,  National  Association,  Jacksonville 

LNB  National  Bank,  Jupiter  . 

Naples  Interim  Bank,  National  Association,  Naples  . 

Interim  First  National  Bank  of  Venice,  Venice 

GEORGIA 

First  National  Interim  Bank,  Athens 

The  New  National  Bank  of  Walton  County,  Monroe 

ILLINOIS 

Continental  Illinois  National  Bank  of  Buffalo  Grove,  Buffalo  Grove 

American  Bank  of  Champaign,  National  Association,  Champaign 

First  Charleston  National  Bank,  Charleston 

Second  National  Bank  of  Earlville,  Earlville 

FMG  Bank,  National  Association,  Morton  Grove 

Citizens  First  Interim  Bank,  National  Association,  Princeton 

First  Community  National  Bank,  Rockford 

Second  National  Bank  &  Trust  Company  of  Rockford,  Rockford 

First  Union  National  Bank  of  Streator,  Streator 

Central  Finance  National  Bank  of  Sterling,  Sterling 

Sunnycrest  National  Bank,  Urbana 

INDIANA 

Second  National  Bank  of  Elkhart,  Elkhart 

Fort  Wayne  Bank — National  Association,  Fort  Wayne  . 

Greene  County  National  Bank,  Linton 
Second  National  Bank  of  Plainfield,  Plainfield 
ANB  National  Bank,  Vincennes 

Warsaw  National  Bank,  Warsaw .  . 

IOWA 

First  Bank  of  Akron,  National  Association,  Akron 

KANSAS 

Commercial  Bank  of  Kansas  City,  National  Association,  Kansas  City 
The  Merchants  Bank  of  Topeka,  National  Association,  Topeka 
First  Interim  National  Bank,  Wichita 

KENTUCKY 

FHN  Bank,  National  Association,  Elizabethtown  . 

FK  Bank,  National  Association,  Fort  Knox  . 

The  New  Second  National  Bank  and  Trust  Company  of  Lexington,  Lexington 
SNB  National  Bank,  Maysville 

NN  National  Bank,  Newport . 

FNBP  National  Bank,  Pikeville 

LOUISIANA 

CNB  National  Bank  of  Baton  Rouge,  Baton  Rouge 
New  First  National  Bank  of  Plouma,  Houma 

First  National  Bank  of  St  Landry  Parish,  Opelousas  . 


Aug, 

28 

Sept 

7 

July 

31 

Nov, 

29 

Nov 

29 

Aug 

2 

July 

15 

Dec 

1 

Oct, 

20 

Sept 

27 

Sept 

27 

Sept 

27 

July 

31 

Nov, 

8 

July 

22 

Dec 

6 

Dec 

31 

Dec 

28 

Aug 

30 

Aug 

6 

July 

15 

June 

1 

Nov, 

30 

July 

28 

July 

30 

July 

31 

Oct, 

1 

Dec. 

13 

Dec. 

29 

Aug. 

2 

Aug 

2 

Aug 

20 

July 

1 

Dec. 

31 

Nov 

5 

July 

20 

Oct. 

29 

Sept 

6 

Oct. 

1 

Oct. 

1 

Sept 

30 

July 

26 

July 

1 

Dec. 

31 

Aug. 

2 

Dec. 

16 

Dec 

27 

Dec 

4 

Sept 

30 

Dec 

16 

Sept 

1 

July 

31 

July 

1 
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National  bank  charters  issued  pursuant  to  corporate  reorganizations,  by  states,  July  1  to  December  31,  1982— 

continued 


Charter 

number 

Title  and  location  of  bank 

Date  of 
issuance 

1244 

MARYLAND 

Farmers  Bank,  National  Association,  Annapolis  ,  .  . 

Aug 

1 

1924 

MICHIGAN 

SM  National  Bank,  Coldwater  . 

Nov 

8 

13741 

DBT  National  Bank  of  Jackson,  Jackson  . 

Sept 

1 

16194 

MISSISSIPPI 

PB  National  Bank,  Union  . 

July 

26 

11759 

NEW  JERSEY 

CF  National  Bank,  Glen  Rock  .  . 

Oct 

1 

5712 

Ocean  National  Bank,  Point  Pleasant . 

Dec 

31 

2577 

OHIO 

First  Buckeye  Bank,  National  Association,  Mansfield 

Dec 

30 

2137 

PENNSYLVANIA 

National  Boyertown  Interim  Bank,  Boyertown . 

July 

1 

5361 

Interim  Southwest  National  Bank  of  Pennsylvania,  Greensburg . 

July 

1 

10506 

Interim  National  Bank  of  Lewistown,  Lewistown  . 

Dec 

31 

12261 

Lion  Country  National  Bank,  State  College  . 

Dec. 

7 

30 

First  Eastern  Interim  Bank.  National  Association.  Wilkes-Barre  . 

Aug. 

2 

14710 

TENNESSEE 

First  Interim  National  Bank,  Columbia .  . 

Nov 

1 

7397 

First  Phantom  National  Bank,  Decherd . 

Sept. 

20 

8443 

First  Tennessee  Bank,  National  Association,  Franklin  . 

Oct 

18 

10842 

First  American  Interim  Bank,  National  Association,  Kingsport  . 

Dec. 

15 

3530 

The  New  Peoples  National  Bank  of  Shelbyville,  Shelbyville  . 

Nov 

1 

4214 

TEXAS 

First  Amarillo  Interim  Bank,  Amarillo  . 

Nov 

1 

4241 

Bancorporation  National  Bank,  Bellville  . 

Dec. 

31 

3015 

Brenham  Bank,  National  Association,  Brenham  . 

Nov 

2 

12769 

New  El  Paso  National  Bank,  El  Paso  . 

Dec 

31 

14878 

New  Northgate  National  Bank,  El  Paso . 

Dec. 

31 

14756 

New  First  National  Bank  of  Gonzales,  Gonzales . 

Aug 

1 

12683 

RepublicBank  Lubbock,  National  Association,  Lubbock . 

Aug 

2 

16481 

Interim  New  Braunfels  National  Bank,  New  Braunfels  . 

Sept. 

1 

16614 

New  Hays  County  National  Bank,  San  Marcos  . 

Sept 

1 

3159 

New  Merchants  and  Planters  National  Bank  of  Sherman,  Sherman 

Sept 

14 

5343 

New  Citizens  First  National  Bank  of  Tyler,  Tyler . 

Sept. 

1 

3135 

East  Waco  National  Bank,  Waco  . 

Sept. 

1 

14223 

VIRGINIA 

Central  Fidelity  Bank,  National  Association,  Southwest,  Abingdon 

Dec 

1 

12290 

Virginia  National  Bank/Fries,  Fries  . 

Oct 

22 

5290 

Chesapeake  Bank,  National  Association,  Kilmarnock 

Dec 

30 

6031 

First  National  Bank  of  the  Valley,  Luray . 

Aug 

2 

7681 

WEST  VIRGINIA 

Union  National  Bank  of  West  Virginia,  Clarksburg . 

Oct. 

1 

NOTE:  Comparable  information  for  January  1  to  June  30  may  be  found  in  Volume  1,  Number  3,  Quarterly  Journal,  p  134 


Mergers,*  calendar  1982 


Transactions 
involving 
two  or  more 
operating  banks 

Others  pursuant 
to 

corporate 

reorganization 

Total 

Applications  received 

Mergers . 

122 

169 

291 

Consolidations . 

6 

27 

33 

Purchases  and  assumptions 

36 

5 

41 

Total  received  . 

164 

201 

365 

Approvals  issued 

Mergers  .  . 

111 

157 

268 

Consolidations 

5 

23 

28 

Purchases  and  assumptions . 

37 

3 

40 

Total  . 

153 

183 

- 33E 

Abandoned 

Mergers  .  .  .  .  . 

7 

8 

15 

Consolidations 

1 

2 

3 

Purchases  and  assumptions . 

0 

1 

1 

Total ...  . 

8 

1 1 

19 

Consummated 

Mergers  . 

124 

158 

282 

Consolidations 

7 

23 

30 

Purchases  and  assumptions . 

27 

3 

40 

Total .  . 

168 

184 

352 

*  Includes  mergers,  consolidations,  and  purchases  and  assumptions  when  the  resulting  bank  is  a  national  bank. 
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Mergers  of  national  banks,  or  national  and  state  banks,  by  states,  July  1  to  December  31,  1982 

(Dollar  amounts  in  thousands) 


Effective 


date 


Merging  banks 
Resulting  bank 


Total  assets 


ALABAMA 


July  12 
August  6 
September  16C 
September  30 
October  9 
October  12 


First  National  Bank  ot  Alabama-Daphne,  Daphne  (16285) 

The  First  National  Bank  of  Mobile,  Mobile  (1595) 

The  First  National  Bank  of  Mobile,  Mobile  (1595) 

Citizens  Bank  &  Trust  Company,  Alabaster 

The  First  National  Bank  of  Birmingham,  Birmingham  (3185) 

The  First  National  Bank  of  Birmingham,  Birmingham  (3185) 

Central  Bank  of  Oxford,  Oxford 

First  City  National  Bank  of  Oxford,  Oxford  (16105)  . 

Central  Bank  of  Oxford,  National  Association,  Oxford  (16105) 

The  Bank  of  Florala,  Florala  . 

The  First  National  Bank  of  Opp,  Opp  (7985) . 

First  National  Bank  of  the  South,  Opp  (7985)  . 

Coosa  Valley  Bank,  Rainbow  City . 

SouthTrust  Bank  of  Etowah  County,  National  Association,  Attalla 
SouthTrust  Bank  of  Etowah  County,  National  Association,  Rainbow  City 

Walker  County  Bank,  Jasper  . 

The  Colonial  Bank  of  Birmingham,  National  Association,  Birmingham  (15473) 
The  Colonial  Bank  of  Alabama,  National  Association,  Birmingham  (15473)  , 


$  10,942 

623,618 
634,560 
6,390 
2,063,228 
2,069,618 
38,594 
27,747 
66,341* 
20,841 
69,970 
90,811 
32,004 
33,857 
65,861* 
35,162 
182,631 
217,793* 


October  30 


CONNECTICUT 

The  Connecticut  National  Bank,  Bridgeport  (335) 

Hartford  National  Bank  and  Trust  Company,  Hartford  (1338) 
The  Connecticut  National  Bank,  Hartford  (1338) 


2,859,691 

747,903 

3,647,778 


July  1 
July  9 
July  16 
August  1 
October  1 
October  8 
October  9 
November  1 

November  1 

November  2 

November  23 

December  3 
December  16 

December  17 

December  28 

December  31 


FLORIDA 

Century  Bank  of  Gainesville,  Gainesville 

Flagship  National  Bank  of  Gainesville,  Gainesville  (17368) 

Flagship  National  Bank  of  Gainesville,  Gainesville  (17368) . 

Ellis  National  Bank  of  Clearwater,  Clearwater  (16143)  . 

Ellis  National  Bank  of  Pinellas  County,  St,  Petersburg  (15277) 

Ellis  National  Bank  of  Pinellas  County,  St.  Petersburg  (15277) 

Ellis  Security  Bank,  New  Port  Richey . 

Ellis  First  National  Bank  of  New  Port  Richey,  New  Port  Richey  (15043) 

Ellis  First  National  Bank  of  West  Pasco,  New  Port  Richey  (15043) . 

Century  Bank  of  Orange  County,  Apopka 

Barnett  Bank  of  Central  Florida,  National  Association,  Winter  Park  (14767) 
Barnett  Bank  of  Central  Florida,  National  Association  Winter  Park  (14767) 

Ellis  National  Bank  of  Ormond  Beach,  Ormond  Beach  (15582) . 

Ellis  National  Bank  of  Volusia  County,  DeBary  (15348) 

Ellis  National  Bank  of  Volusia  County,  DeBary  (15348) 

Ellis  First  National  Bank  of  Dade  City,  Dade  City  (16099) 

Ellis  National  Bank  of  Tampa,  Tampa  (14932) 

Ellis  National  Bank  of  Central  Florida,  Tampa  (14932) 

First  Independent  Bank,  N  A  ,  Sarasota  (15010) 

First  National  Bank  of  Florida,  Tampa  (3497) 

First  National  Bank  of  Florida,  Tampa  (3497) 

Venice-Nokomis  Bank  and  Trust  Company,  Venice 
First  National  Bank  of  Florida,  Tampa  (3497) 

First  National  Bank  of  Florida,  Tampa  (3497) 

American  State  Bank,  Jacksonville . 

American  National  Bank  of  Jacksonville,  Jacksonville  (14464) 

American  National  Bank  of  Jacksonville,  Jacksonville  (14464) 

Security  Trust  Company,  Miami  . 

Northern  Trust  Bank  of  Florida  National  Association,  Miami  (17487) 
Northern  Trust  Bank  of  Florida  National  Association,  Miami  (17487) 
Gulfstream  National  Bank,  Tamarac  (17385) 

Gulfstream  Bank,  N.A.,  Boca  Raton  (15421) 

Gulfstream  Bank,  National  Association,  Boca  Raton  (15421) 

Century  National  Bank  of  Broward,  Fort  Lauderdale  (14554) 

Sun  Bank/Broward,  National  Association,  Wilton  Manors  (14732) 

Sun  Bank/South  Florida,  National  Association,  Fort  Lauderdale  (14732) 
Century  National  Bank  of  Palm  Beach  County,  West  Palm  Beach  (16586) 
Sun  First  National  Bank  of  Palm  Beach  County,  Delray  Beach  (14556) 

Sun  Bank/Palm  Beach  County,  National  Association,  Delray  Beach  (14556) 
Sun  First  National  Bank  of  Lake  County,  Leesburg  (11038) 

Sun  First  National  Bank  of  Brevard  County,  Melbourne  (16107) 

Sun  Bank,  N  A  ,  Orlando  (16108) 

Sun  Bank,  National  Association,  Orlando  (16108) 

Sun  Bank  of  Jacksonville,  Jacksonville 
Century  National  Bank  of  Palatka,  Palatka  (17299) 

Sun  Interim  Bank/North  Florida,  National  Association,  Jacksonville 
Sun  Bank/North  Florida,  National  Association.  Jacksonville  (17299) 

Sun  Bank/Southwest,  Cape  Coral 

Century  National  Bank  of  Lee  County,  Lehigh  Acres  (17300) 

Sun  Interim  Bank/Southwest,  National  Association,  Cape  Coral 
Sun  Bank/Southwest,  National  Association,  Cape  Coral  (17300) 


25,157 
240 
25,157 
15,074 
54,404 
69,458 
50,688 
166,179 
216,866 
70,887 
526,986 
597,873* 
19,606 
31,268 
50,874 
32,039 
49,547 
81,818 
46,734 
1,156,629 
1,198,617 
1,155,759 
117,090 
1,271,067 
66,656 
116,943 
183,599* 
6,767 
3,738 
10,504 
84,130 
896,755 
978,140 
469,683 
225,429 
695,112* 
48,828 
201,616 
250.444* 
176,237 
154  983 
1,303.715 
1,634,935 
65.241 
22.836 
240 
88.317* 
212,704 
60.431 
240 
273,375* 
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Mergers  of  national  banks ,  or  national  and  state  banks,  by  states,  July  1  to  December  31,  1982— continued 


Effective 

date 


Merging  banks 
Resulting  bank 


Total  assets 


FLORIDA  (CON  T) 


December  31 


December  31 


Exchange  Bank  of  Collier  County,  National  Association,  Naples  (17532) 

The  Exchange  National  Bank  of  Lake  County,  Clermont  (16630) 

Exchange  Bank  of  Lee  County,  National  Association,  Fort  Myers  (17530) 

Exchange  National  Bank  of  Manatee  County,  Bradenton  (16242)  . 

Exchange  Bank  of  Osceola  County,  National  Association,  Kissimmee  (17531) 
Exchange  Bank  of  Polk  County,  National  Association,  Winter  Haven  (17535) 
Exchange  Bank  of  Sarasota  County,  National  Association,  Sarasota  (17533) 
Exchange  Bank  of  Charlotte  County,  National  Association,  Englewood  (16126) 
Exchange  Bank  and  Trust  Company  of  Florida,  National  Association,  Tampa  (17534) 
Exchange  Bank  and  Trust  Company  of  Florida,  National  Association,  Tampa  (17534) 
Peoples  Downtown  National  Bank,  Miami  (15296) 

Gulfstream  Bank,  National  Association.  Boca  Raton  (15421) 

Gulfstream  Bank,  National  Association,  Boca  Raton  (15421)  . 


$  27,093 

44,450 
115,697 
14,960 
43,698 
198,094 
28,892 
36,141 
1,123,917 
1,632,942 
8,794 
670,845 
679,639* 


August  31 
September  30 
October  1 
October  31 1 
October  31 1 
October  31 1 
October  31  f 
December  17 


GEORGIA 

The  Citizens  and  Southern  Bank  of  Colquitt  County,  Moultrie 
The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 
The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 
Macon  Bank  &  Trust  Company,  Macon 
The  First  National  Bank  of  Atlanta,  Atlanta  (1559) 

The  First  National  Bank  of  Atlanta,  Atlanta  (1559) 

Gordon  County  Bank,  Calhoun  .  .  .  . 

The  First  National  Bank  of  Dalton,  Dalton  (3907) . 

The  First  National  Bank  of  Dalton,  Dalton  (3907) . 

The  Citizens  and  Southern  Bank  of  Dalton,  Dalton 

The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 

The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 

The  Citizens  and  Southern  Bank  of  Hart  County,  Hartwell  . 

The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 
The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 
The  Citizens  and  Southern  Bank  of  Jackson,  Jackson 
The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 
The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 
The  Citizens  and  Southern  Bank  of  Thomas  County,  Thomasville 
The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 
The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 

Athens  Bank  &  Trust  Company,  Athens  . 

Bank  of  the  South,  N  A  ,  Atlanta  (9617)  . 

Bank  of  the  South,  National  Association,  Atlanta  (9617)  . 


45,898 

4,718,086 

4,749,648 

22,676 

3,311,000 

3,329,272 

17,810 

177,614 

196,752 

13,652 

4,623,310 

4,755,748 

56,041 

4.623.310 
4,755,748 

30,597 

4.623.310 
4,755,748 

54,151 

4.623.310 
4,755,748 

10,056 

1,336,150 

1,345,083 


August  21 


ILLINOIS 

Exchange  National  Bank  of  Chicago,  Chicago  (12945) 
Central  National  Bank  of  Chicago,  Chicago  (14362) 
Exchange  National  Bank  of  Chicago,  Chicago  (14362) 


609,246 

543,586 

1,152,832 


December  23 


KENTUCKY 

United  Kentucky  Bank,  Inc  ,  Louisville 

Liberty  National  Bank  and  Trust  Company  of  Louisville.  Louisville  (14320) 
Liberty  National  Bank  and  Trust  Company  of  Louisville,  Louisville  (14320) 


369,691 

1,072,237 

1,441,928 


July  1 


July  1 


October  1 


MARYLAND 

The  Equitable  Trust  Company,  Baltimore 
Columbia  Bank  and  Trust  Company,  Columbia 
Equitable  Bank,  National  Association,  Baltimore  (17356) 

Equitable  Bank,  National  Association,  Baltimore  (17356) 

Farmers  and  Merchants  Bank  of  Hagerstown,  Hagerstown 

Farmers  and  Merchants  National  Bank  of  Hagerstown,  Hagerstown  (17357) 

Farmers  and  Merchants  National  Bank  of  Hagerstown,  Hagerstown  (17357) 

The  Detour  Bank,  Keymar  . 

The  First  National  Bank  of  Maryland,  Baltimore  (1413) 

The  First  National  Bank  of  Maryland,  Baltimore  (1413) 


2,069,676 

47,300 

240 

2,117,216* 

100,112 

120 

100,232* 

11,243 

3,058,846 

3,060,089* 


July  31 


MASSACHUSETTS 

Shawmut  Melrose-Wakefield  Bank  and  Trust  Company,  Wakefield 

Shawmut  County  Bank,  N  A  ,  Cambridge  (4771) . 

Shawmut  County  Bank,  National  Association,  Cambridge  (4771) 


100,473 

263,494 

363,967 


December  23 


MICHIGAN 

Michigan  National  Bank  -  Wyoming,  Wyoming  (15286) 
Michigan  National  Bank  -  Central,  Grand  Rapids  (16037) 
Michigan  National  Bank  -  Central,  Wyoming  (16037) 


67,159 

163,100 

230,259* 


August  1 


MINNESOTA 

First  Northwestern  National  Bank  of  Hoyt  Lakes,  Hoyt  Lakes  (14825) 
First  Northwestern  National  Bank  of  Eveleth,  Eveleth  (14536) 

First  Northwestern  National  Bank  of  Eveleth,  Eveleth  (14536) 


16,733 
30,382 
47,1 17 
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Mergers  of  national  banks,  or  national  and  state  banks,  by  states,  July  1  to  December  31 ,  1982 — continued 


Effective 

date 


Merging  banks 
Resulting  bank 


Total  assets 


MISSISSIPPI 


August  1 


Attala  Bank  of  Kosciusko,  Kosciusko  , 

Deposit  Guaranty  National  Bank,  Jackson  (15548) 
Deposit  Guaranty  National  Bank,  Jackson  (15548) 


$  30,968 

1,905,547 
1,926,063 


December  1 1 


NEW  HAMPSHIRE 

The  Franklin  National  Bank,  Franklin  (2443) 

Laconia  Peoples  National  Bank  and  Trust  Company,  Laconia  (4037) 
Laconia  Peoples  National  Bank  and  Trust  Company,  Laconia  (4037) 


7,815 
74  445 
81,659 


July  24 

September  30 
October  1 
November  15 
December  20 
December  31 


NEW  JERSEY 

The  Washington  Bank,  Turnersville  . 

The  First  National  Bank/Delaware  Valley,  Turnersville  (17384) 

The  First  National  Bank/Delaware  Valley,  Turnersville  (17384) 

First  National  State  Bank  of  South  Jersey,  Moorestown  (13039) 

First  National  State  Bank  of  West  Jersey,  Burlington  Township  (1222) 
First  National  State  Bank  of  South  Jersey,  Burlington  Township  (1222) 
The  Manville  National  Bank,  Manville  (12942) 

First  National  Bank  of  Central  Jersey,  Bridgewater  Township  (3866)  , 
First  National  Bank  of  Central  Jersey,  Bridgewater  Township  (3866)  , 

Hunterdon  County  Trust  Company,  Califon  . 

United  National  Bank.  Plainfield  (13174) . 

United  National  Bank.  Plainfield  (13174) 

Peoples  National  Bank  in  Lakewood,  Lakewood  (14084) 

The  First  Jersey  National  Bank/South,  Medford  Lakes  (16397)  . 

The  First  Jersey  National  Bank/South,  Medford  Lakes  (16397)  . 
Hunterdon  County  National  Bank  of  Flemington,  Raritan  Township  (892) 
First  National  State  Bank  of  Northwest  Jesery,  Succasunna  (860) 

First  National  State  Bank  of  West  Jersey,  Raritan  Township  (860)  . 


16,120 

120 

16,240 

624,767 

272,237 

897,004 

61,895 

402,652 

464,547 

38,376 

239,166 

277,542* 

36,924 

159,519 

196,443* 

217,940 

159,569 

377,509* 


August  13 


October  1 


November  1 


NEW  YORK 

The  Lyons  Falls  National  Bank,  Lyons  Falls  (12836) 

Key  Bank  of  Northern  New  York  N  A  Watertown  (2657) 

Key  Bank  of  Northern  New  York  National  Association,  Watertown  (2657) . 

The  Farmers  National  Bank  of  Malone,  Malone  (598)  . 

Key  Bank  of  Northern  New  York  National  Association,  Watertown  (2657) . 

Key  Bank  of  Northern  New  York  National  Association,  Watertown  (2657) . 

Barclays  Bank  of  New  York,  New  York  . 

Bankers  Trust  Company  of  Hudson  Valley,  National  Association,  Poughkeepsie  (15641) 
Barclays  Bank  of  New  York,  National  Association,  New  York  (15641) . 


6,101 

288,979 

295,080 

126,440 

292,728 

419,168 

1,169,281 

337,021 

1,504,345 


December  23 


NORTH  CAROLINA 

Bank  of  North  Carolina,  N  A  ,  Jacksonville  (14676) 
North  Carolina  National  Bank,  Charlotte  (13761) 
North  Carolina  National  Bank,  Charlotte  (13761) 


426  673 
7,231.082 
7,657,755* 


July  12 


August  2 


September  20 


December  1 


OHIO 

The  Liberty  State  Bank.  Liberty  Center 

The  Farmers  &  Merchants  State  &  Savings  Bank,  Montpelier 

Maumee  Valley  National  Bank,  Defiance  (14300) 

Maumee  Valley  National  Bank,  Defiance  (14300) 

The  Citizens  State  Bank,  Somerset . 

Bank  One  of  Athens,  N.A  ,  Athens  (7744) . 

Bank  One  of  Southeastern  Ohio,  National  Association,  Athens  (7744) 
The  Second  National  Bank  of  Ravenna,  Ravenna  (350) 

Society  National  Bank,  Cleveland  (14761) 

Society  National  Bank,  Cleveland  (14761) 

The  People's  National  Bank  of  Georgetown,  Georgetown  (5996) 

The  National  Bank  and  Trust  Company,  Wilmington  (1997) 

The  National  Bank  and  Trust  Company,  Wilmington  (1997) 


20,796 
14,322 
69,575 
104.874 
10.427 
76.955 
87.383 
82,771 
2,127,359 
2,207.584 
19.625 
1 1 1 ,552 
131,177* 


November  19 


OKLAHOMA 

Oklahoma  National  Bank  and  Trust  Company,  Oklahoma  City  (13276) 

New  Oklahoma  National  Bank  and  Trust  Company,  Oklahoma  City  (13276) 
Oklahoma  National  Bank  and  Trust  Company,  Oklahoma  City  (13276) 


131,620 

240 

131,860* 


November  26 


December  10 


October  2 


PENNSYLVANIA 

The  Farmers  National  Bank  of  Watsontown,  Watsontown  (3459) 

Commonwealth  Bank  and  Trust  Company,  National  Association,  Williamsport  (175) 
Commonwealth  Bank  and  Trust  Company,  National  Association,  Williamsport  (175) 
County  Trust  Company,  Somerset 
Pittsburgh  National  Bank,  Jeannette  (252) 

Pittsburgh  National  Bank,  Jeannette  (252) 

SOUTH  CAROLINA 

The  Peoples  National  Bank  of  Chester,  Chester  (10663) 

First  National  Bank  of  South  Carolina,  Columbia  (13720) 

First  National  Bank  of  South  Carolina,  Columbia  (13720) 


21,984 
448.000 
470,969 
65,674 
7.063.725 
7  1 12,399* 


18  225 
1,165.573 
1.182.833 
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Mergers  of  national  banks ,  or  national  and  state  banks,  by  states,  July  1  to  December  31,  1982— continued 


Effective 

date 


Merging  banks 
Resulting  bank 


Total  assets 


TEXAS 


August  6 


Abilene  National  Bank,  Abilene  (15253)  ,  ,  . 
New  Abilene  National  Bank,  Abilene  (15253) 
Abilene  National  Bank,  Abilene  (15253) 


$  407,131 
240 
477,371 


November  1 


UTAH 

Box  Elder  County  Bank,  Brigham  City .  . 

First  Interstate  Bank  of  Utah,  National  Association,  Salt  Lake  City  (17241) 
First  Interstate  Bank  of  Utah,  National  Association,  Salt  Lake  City  (17241) 


45,659 

768,189 

813,848' 


July  31 

August  2 
August  6C 
August  9 

August  16 

September  26 
October  1 
October  22 
October  25 
November  12 
November  19 


VIRGINIA 

Commonwealth  Bank  and  Trust  Company  of  Virginia,  Sterling 
Dominion  National  Bank  of  Northern  Virginia,  Vienna  (14904) 

Dominion  National  Bank  of  Northern  Virginia,  Vienna  (14904) 

Jefferson  Bank  of  the  Valley,  Fisherville 

The  First  National  Bank  of  Luray,  Luray  (6031) . 

First  National  Bank  of  the  Valley,  Luray  (6031)  . 

First  National  Bank  of  the  Valley,  Luray  (6031) 

First  State  Bank  of  Wise,  Wise . 

Virginia  National  Bank/Wise,  Wise  (17450)  . 

First  National  Bank  of  Wise,  Wise  (17450) . 

First  National  Bank  of  Wise,  Wise  (17450) . 

Virginia  National  Bank,  Norfolk  (9885)  . 

Virginia  National  Bank,  Norfolk  (9885) 

The  Northern  Virginia  Bank,  Springfield 

First  City  Bank  of  Newport  News,  Newport  News  . 

Virginia  National  Bank,  Norfolk  (9885)  . 

Virginia  National  Bank,  Norfolk  (9885)  . 

Bank  of  Smithfield,  Smithfield 

Southampton  County  Bank,  Courtland  . 

Dominion  National  Bank  of  Greater  Hampton  Roads,  Norfolk  (15461) 
Dominion  National  Bank  of  Greater  Hampton  Roads,  Norfolk  (15461) 
Liberty  Bank  of  Bedford,  Bedford 

Central  Fidelity  Bank,  National  Association,  Lynchburg,  Lynchburg  (1522) 
Central  Fidelity  Bank,  National  Association,  Lynchburg,  Lynchburg  (1522) 

Central  Fidelity  Bank,  N.A.,  Culpeper,  Culpeper  (5591) . 

Central  Fidelity  Bank,  N  A  ,  Richmond  (10080) 

Central  Fidelity  Bank,  National  Association,  Richmond  (10080) . 

First  National  Bank  of  Fries,  Fries  (12290)  . 

Virginia  National  Bank,  Norfolk  (9885)  . 

Virginia  National  Bank,  Norfolk  (9885) 

Farmers  Bank  of  Mathews,  Mathews  . 

Virginia  National  Bank,  Norfolk  (9885) . 

Virginia  National  Bank,  Norfolk  (9885) 

Central  Fidelity  Bank,  Charlottesville,  Charlottesville 

Central  Fidelity  Bank,  National  Association,  Richmond  (10080) . 

Central  Fidelity  Bank,  National  Association,  Richmond  (10080) . 


17,565 

213,309 

230,874 

17,554 

31,192 

60 

48.746 

65.746 
9,473 

65,746 

65,746 

3,243,232 

3,304,260 

203,153 

28,660 

3,231,552 

31,528 
35,622 
198,632 
265,782 
20,239 
885,186 
904,306 
73,461 
606,428 
679,889 
27,243 
3,516,576 
3,541,931 
36,489 
3,61 1,903 
3,648,392* 
79,483 
743,239 
822,722 


December  13 


WEST  VIRGINIA 

Union  Trust  National  Bank,  Parkersburg  (15932) 

The  Parkersburg  National  Bank,  Parkersburg  (1427) 
The  Parkersburg  National  Bank,  Parkersburg  (1427) 


41.994 

180,431 

222,425' 


WISCONSIN 


December  1 


December  1 


December  28 


December  30 


Wisconsin  Marine  Bank,  Milwaukee  . 

Capitol  Marine  Bank,  Milwaukee 

Marine  National  Exchange  Bank  of  Milwaukee,  Milwaukee  (5458) 

Marine  Bank,  National  Association,  Milwaukee  (5459)  . 

Marine  First  Peoples  Bank,  Janesville  . 

Marine  Tobacco  Exchange  Bank,  Edgerton 

Marine  First  National  Bank,  Janesville  (83)  . 

Marine  Bank  Rock  County,  National  Association,  Janesville  (83)  .  . 

East  Wisconsin  Trustee  Company,  Manitowoc  . 

Manitowoc  Savings  Bank,  National  Association,  Manitowoc  (15972) 
Manitowoc  Savings  Bank,  National  Association,  Manitowoc  (15972) 

First  National  Bank  of  Appleton,  Appleton  (1749)  . 

Valley  National  Bank,  Appleton  (15580)  .  . 

First  National  Bank  of  Appleton,  Appleton  (15580) . 


100,642 
52,960 
895,419 
1,070,740 
15,706 
21,194 
80,511 
117,411 
652 
146,464 
147,1 16* 
205,396 
26,058 
231,454' 


'  Actual  asset  information  for  these  mergers  was  not  available  at  press  time  The  figures  for  total  assets  were  statistically  estimated, 
t  Figures  for  The  Citizens  and  Southern  National  Bank  are  for  the  beginning  and  end  of  the  day  on  which  the  four  transactions  occurred 

NOTE  Comparable  information  for  January  1  to  June  30  may  be  found  in  Volume  1,  Number  3,  Quarterly  Journal,  p  136 
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Mergers *  consummated  pursuant  to  corporate  reorganizations,  by  states,  July  1  to  December  31,  1982 

(Dollar  amounts  in  thousands) 


Effective 

date 


ALABAMA 


Operating  bank 
New  bank 
Resulting  bank 


Total 

assets 


July  31 


August  28 


September  7 


First  Farmers  and  Merchants  National  Bank  of  Troy,  Troy 
First  Alabama  Bank  of  Troy,  National  Association,  Troy 
First  Alabama  Bank  of  Troy,  National  Association,  Troy 
The  Anniston  National  Bank,  Anniston 

First  Alabama  Bank  of  Anniston,  National  Association,  Anniston 
First  Alabama  Bank  of  Anniston,  National  Association,  Anniston 
The  First  National  Bank  of  Russellville,  Russellville 
FBG  National  Bank  of  Russellville,  Russellville 
The  First  National  Bank  of  Russellville,  Russellville 


$  56,621 

100  617 
89,532 


ALASKA 

First  National  Bank  of  Fairbanks.  Fairbanks 
First  Interim  National  Bank  of  Fairbanks,  Fairbanks 
November  29C  First  National  Bank  of  Fairbanks,  Fairbanks 
National  Bank  of  Alaska,  Anchorage 
New  National  Bank  of  Alaska,  Anchorage 
November  30  National  Bank  of  Alaska,  Anchorage 

ARKANSAS 

Metropolitan  National  Bank,  Little  Rock 
The  Metropolitan  National  Bank,  Little  Rock 
Metropolitan  National  Bank,  Little  Rock 
National  Bank  of  Commerce  of  El  Dorado,  El  Dorado 
The  National  Bank  of  Commerce  of  El  Dorado,  El  Dorado 
National  Bank  of  Commerce  of  El  Dorado,  El  Dorado 


July  15 
August  2 


December  1 


CALIFORNIA 

First  National  Bank,  San  Diego 
New  First  National  Bank,  San  Diego 
First  National  Bank,  San  Diego 


July  22 
July  31 

September  27C 
September  27C 
September  27C 
October  20 
November  8 


COLORADO 

Centennial  Bank  of  Pueblo,  Pueblo 

Central  Bank  of  Pueblo,  National  Association,  Pueblo 

Central  Bank  of  Pueblo,  National  Association,  Pueblo  , 

Foothills  National  Bank,  Fort  Collins 

The  New  Foothills  National  Bank,  Fort  Collins 

Foothills  National  Bank,  Fort  Collins .  ...... 

Northeast  Colorado  National  Bank  of  Denver,  Denver 

Colorado  National  Bank-Northeast,  Denver 

Colorado  National  Bank-Northeast,  Denver 

South  Colorado  National  Bank,  Denver 

Colorado  National  Bank-South,  Denver 

Colorado  National  Bank-South,  Denver 

The  Colorado  National  Bank  of  Denver,  Denver 

The  New  Colorado  National  Bank  of  Denver,  Denver 

The  Colorado  National  Bank  of  Denver,  Denver 

The  Exchange  National  Bank  of  Colorado  Springs,  Colorado  Springs 

Colorado  National  Bank-Colorado  Springs,  Colorado  Springs 

Colorado  National  Bank-Exchange,  Colorado  Springs 

Alameda  National  Bank,  Lakewood 

Alameda  National  Bank  of  Lakewood,  Lakewood 

Alameda  National  Bank,  Lakewood 


123.501 1 

880,31 3f 

58.051 

85,434 

34.863 

13,309 

11,148 

39,134 

21,694 

1,182,718 

214,241 

47,474 


DELAWARE 

Colonial  National  Bank,  Wilmington 
Colonial  Interim  National  Bank,  Wilmington 
December  6  Colonial  National  Bank,  Wilmington 

FLORIDA 

First  National  Bank  of  Venice.  Venice 
Interim  First  National  Bank  of  Venice,  Venice 
First  National  Bank  of  Venice,  Venice 
Citizens  National  Bank  of  Naples,  Naples 
Naples  Interim  Bank,  National  Association,  Naples 
Citizens  National  Bank  of  Naples,  "A  Flagship  Bank,"  Naples 
Lighthouse  National  Bank,  Jupiter 
LNB  National  Bank,  Jupiter 
Lighthouse  National  Bank,  Jupiter, 

GEORGIA 

The  National  Bank  of  Walton  County,  Monroe 
The  New  National  Bank  of  Walton  County,  Monroe 
November  30C  The  National  Bank  of  Walton  County,  Monroe 


July  15 
August  6 
August  30C 


10.660 

168,092 

116,823 

30,233 

52  820 
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Mergers *  consummated  pursuant  to  corporate  reorganizations,  by  states,  July  1  to  December  31,  1982— 

continued 

(Dollar  amounts  in  thousands) 


Effective 

date 

Operating  bank 

New  bank 

Resulting  bank 

Total 

assets 

July  1 

ILLINOIS 

The  Central  National  Bank  of  Sterling,  Sterling 

Central  Finance  National  Bank  of  Sterling,  Sterling 

The  Central  National  Bank  of  Sterling,  Sterling . 

140,1 72t 

July  28 

Buffalo  Grove  National  Bank,  Buffalo  Grove 

Continental  Illinois  National  Bank  of  Buffalo  Grove,  Buffalo  Grove 

Buffalo  Grove  National  Bank,  Buffalo  Grove . 

42,494 

July  30 

American  National  Bank  of  Champaign,  Champaign 

American  Bank  of  Champaign,  National  Association,  Champaign 

American  National  Bank  of  Champaign,  Champaign  . 

65,364f 

July  31 

The  Charleston  National  Bank,  Charleston 

First  Charleston  National  Bank,  Charleston 

The  Charleston  National  Bank,  Charleston 

96,124 

August  2 

North  Towne  National  Bank  of  Rockford.  Rockford 

First  Community  National  Bank,  Rockford 

First  Community  National  Bank,  Rockford . 

34,394 

August  2 

First  National  Bank  and  Trust  Company  of  Rockford,  Rockford 

Second  National  Bank  and  Trust  Company  of  Rockford,  Rockford 

First  National  Bank  and  Trust  Company  of  Rockford,  Rockford . 

264,447 

August  20 

The  Union  National  Bank  of  Streator,  Streator 

First  Union  National  Bank  of  Streator,  Streator 

The  Union  National  Bank  of  Streator,  Streator . 

83,263 

October  1 

National  Bank  of  Earlville,  Earlville 

Second  National  Bank  of  Earlville,  Earlville 

National  Bank  of  Earlville,  Earlville  . 

29,037 

December  13 

First  National  Bank  of  Morton  Grove,  Morton  Grove 

FMG  Bank,  National  Association,  Morton  Grove 

First  National  Bank  of  Morton  Grove,  Morton  Grove . 

118,909+ 

December  29 

Citizens  First  National  Bank  of  Princeton,  Princeton 

Citizens  First  Interim  Bank  National  Association,  Princeton 

Citizens  First  National  Bank  of  Princeton,  Princeton . 

147,835+ 

December  31 

July  20 

National  Bank  of  Urbana,  Urbana 

Sunnycrest  National  Bank,  Urbana 

National  Rank  of  Urbana  Urbana  . 

17,580+ 

557,994 

INDIANA 

Fort  Wayne  National  Bank,  Fort  Wayne 

Fort  Wayne  Bank-National  Association,  Fort  Wayne 

Fort  Wayne  National  Bank,  Fort  Wayne . 

September  6 

The  First  National  Bank  and  Trust  Company  of  Plainfield,  Plainfield 

Second  National  Bank  of  Plainfield,  Plainfield 

The  First  National  Bank  and  Trust  Company  of  Plainfield,  Plainfield  . 

79,847 

October  1 

The  American  National  Bank  of  Vincennes,  Vincennes 

ANB  National  Bank,  Vincennes 

The  American  National  Bank  of  Vincennes,  Vincennes . 

179,284 

October  1 

First  National  Bank  of  Warsaw,  Warsaw 

Warsaw  National  Bank,  Warsaw 

First  National  Bank  of  Warsaw,  Warsaw . 

122,357 

October  29 

Citizens’  National  Bank  of  Linton,  Linton 

Greene  County  National  Bank,  Linton 

Citizens'  National  Bank  of  Linton,  Linton . 

59,778 

November  Ft 

First  National  Bank,  Elkhart 

Second  National  Bank  of  Elkhart,  Elkhart 

First  National  Bank  Elkhart  . 

422,139 

September  30 

IOWA 

The  First  National  Bank  of  Akron,  Akron 

First  Bank  of  Akron,  National  Association,  Akron 

First  Bank  of  Akron,  National  Association,  Akron  . 

20,924+ 

July  1 

KANSAS 

The  Merchants  National  Bank  of  Topeka,  Topeka 

The  Merchants  Bank  of  Topeka,  National  Association,  Topeka 

The  Merchants  National  Bank  of  Topeka,  Topeka  . 

21 1,178 

July  26 

Commercial  Bank  of  Kansas  City,  National  Association,  Kansas  City 

Commercial  National  Bank  of  Kansas  City,  Kansas  City 

Commercial  National  Bank  of  Kansas  City,  Kansas  City . 

257,734 

December  31 C 

First  National  Bank  in  Wichita,  Wichita 

First  Interim  National  Bank,  Wichita 

First  National  Bank  in  Wichita,  Wichita  . 

2,048,141  + 

August  2 

KENTUCKY 

First  Hardin  National  Bank  &  Trust,  Elizabethtown 

FHN  Bank,  National  Association,  Elizabethtown 

First  Hardin  National  Bank  &  Trust,  Elizabethtown 

135,697 
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Operating  bank 
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September  30 

KENTUCKY (CON  T) 

The  Newport  National  Bank,  Newport 

NN  National  Bank,  Newport 

The  Newport  National  Bank,  Newport . 

63.798 

December  4C 

The  State  National  Bank  of  Maysville,  Maysville 

SNB  National  Bank,  Maysville 

The  State  National  Bank  of  Maysville,  Maysville 

81,094 

December  16 

The  First  National  Bank  of  Pikeville,  Pikeville 

FNBP  National  Bank,  Pikeville 

The  First  National  Bank  of  Pikeville,  Pikeville . 

167,819 

December  16 

Fort  Knox  National  Bank,  Fort  Knox 

FK  Bank,  National  Association,  Fort  Knox 

Fort  Knox  National  Bank,  Fort  Knox . 

38,351 

December  27 

The  Second  National  Bank  and  Trust  Company  of  Lexington,  Lexington 

New  Second  National  Bank  and  Trust  Company  of  Lexington,  Lexington 

The  Second  National  Bank  and  Trust  Company  of  Lexington,  Lexington . 

172,277 

July  1 

LOUISIANA 

First  National  Bank  of  Opelousas,  Opelousas 

First  National  Bank  of  St  Landry  Parish,  Opelousas 

First  National  Bank  of  St,  Landry  Parish,  Opelousas . 

74,505 

July  31C 

First  National  Bank  of  Houma,  Houma 

New  First  National  Bank  of  Houma,  Houma 

First  National  Bank  of  Houma,  Houma . 

243,703 

September  1 

City  National  Bank  of  Baton  Rouge,  Baton  Rouge 

CNB  National  Bank  of  Baton  Rouge,  Baton  Rouge 

City  National  Bank  of  Baton  Rouge,  Baton  Rouge  . 

453,055 

August  1 

MARYLAND 

Farmers  National  Bank  of  Maryland,  Annapolis 

Farmers  Bank,  National  Association,  Annapolis 

Farmers  National  Bank  of  Maryland,  Annapolis . 

175,535 

September  1 

MICHIGAN 

The  National  Bank  of  Jackson,  Jackson 

DBT  National  Bank  of  Jackson,  Jackson 

The  National  Bank  of  Jackson,  Jackson . 

278,745 

November  9 

Southern  Michigan  National  Bank,  Coldwater 

SM  National  Bank,  Coldwater 

Southern  Michigan  National  Bank,  Coldwater . 

94,958 

July  26C 

MISSISSIPPI 

Peoples  Bank  of  Mississippi  National  Association,  Union 

PB  National  Bank,  Union 

Peoples  Bank  of  Mississippi,  National  Association,  Union 

191,680 

July  12 

NEW  JERSEY 

The  First  National  Bank  of  Toms  River,  N.J..  Toms  River 

Second  First  National  Bank  of  Toms  River,  N.J.,  Toms  River 

The  First  National  Bank  of  Toms  River,  N  J  .  Toms  River 

630.671 

Citizens  First  National  Bank  of  New  Jersey,  Ridgewood 

CF  National  Bank,  Ridgewood,  N  J.,  Ridgewood 

759,334 

October  1C 

Citizens  First  National  Bank  of  New  Jersey.  Ridgewood 

December  30 

Ocean  County  National  Bank,  Point  Pleasant 

Ocean  National  Bank,  Point  Pleasant 

Ocean  County  National  Bank,  Point  Pleasant 

215,050 

December  30 

OHIO 

First  Buckeye  Bank,  N  A  ,  Plymouth 

First  Buckeye  Bank,  National  Association,  Mansfield 

First  Buckeye  Bank,  National  Association,  Mansfield 

271  060 

August  2C 

PENNSYLVANIA 

First  Eastern  Bank,  National  Association,  Wilkes-Barre 

First  Eastern  Interim  Bank,  National  Association,  Wilkes-Barre 

First  Eastern  Bank.  National  Association,  Wilkes-Barre 

893  448 

October  1 

National  Bank  of  Boyertown,  Boyertown 

National  Boyertown  Interim  Bank,  Boyertown 

National  Bank  of  Boyertown,  Boyertown 

212.045T 

December  7 

The  Peoples  National  Bank  of  Central  Pennsylvania,  State  College 

Lion  Country  National  Bank,  State  College 

The  Peoples  National  Bank  of  Central  Pennsylvania,  State  College 

117.000 

September  20 

TENNESSEE 

The  First  National  Bank  of  Franklin  County  at  Decherd,  Decherd 

First  Phantom  National  Bank,  Decherd 

The  First  National  Bank  of  Franklin  County  at  Decherd,  Dechard 

36  513 
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October  18 

TENNESSEE  (CON'T) 

The  Harpeth  National  Bank  of  Franklin,  Franklin 

First  Tennessee  Bank  National  Association  Franklin,  Franklin 

First  Tennessee  Bank  National  Association  Franklin,  Franklin . 

105,836f 

November  1 

First  Farmers  and  Merchants  National  Bank  of  Columbia,  Columbia 

First  Interim  National  Bank,  Columbia 

First  Farmers  and  Merchants  National  Bank  of  Columbia,  Columbia . 

112,433 

November  1 

The  Peoples  National  Bank  of  Shelbyville,  Shelbyville 

The  New  Peoples  National  Bank  of  Shelbyville,  Shelbyville 

The  Peoples  National  Bank  of  Shelbyville,  Shelbyville  . 

68,580 

December  15C 

First  American  Bank-Eastern,  National  Association,  Kingsport 

First  American  Interim  Bank,  National  Association,  Kingsport 

First  American  Bank-Eastern,  National  Association,  Kingsport . 

364,706 

August  1 

TEXAS 

The  First  National  Bank  of  Gonzales,  Gonzales 

New  First  National  Bank  of  Gonzales,  Gonzales 

The  First  National  Bank  of  Gonzales,  Gonzales . 

54,945 

August  2 

The  Lubbock  National  Bank,  Lubbock 

RepublicBank  Lubbock,  National  Association,  Lubbock 

RepublicBank  Lubbock,  National  Association,  Lubbock . 

435,237 

September  1 

New  Braunfels  National  Bank,  New  Braunfels 

Interim  New  Braunfels  National  Bank,  New  Braunfels 

New  Braunfels  National  Bank,  New  Braunfels . 

36,891 

September  1 

Flays  County  National  Bank,  San  Marcos 

New  Hays  County  National  Bank,  San  Marcos 

Hays  County  National  Bank,  San  Marcos . 

17,095 

September  1 

Citizens  First  National  Bank  of  Tyler,  Tyler 

New  Citizens  First  National  Bank  of  Tyler,  Tyler 

Citizens  First  National  Bank  of  Tyler,  Tyler . 

284,862 

September  1 

The  Citizens  National  Bank  of  Waco,  Waco 

East  Waco  National  Bank,  Waco 

RepublicBank  Waco,  National  Association,  Waco . 

343,764 

September  14 

The  Merchants  and  Planters  National  Bank  of  Sherman,  Sherman 

New  Merchants  and  Planters  National  Bank  of  Sherman,  Sherman 

The  Merchants  and  Planters  National  Bank  of  Sherman,  Sherman 

183,936 

November  1 

The  First  National  Bank  of  Amarillo,  Amarillo 

First  National  Amarillo  Interim  Bank,  Amarillo 

The  First  National  Bank  of  Amarillo,  Amarillo .  . 

841,424 

November  2 

The  First  National  Bank  of  Brenham,  Brenham 

Brenham  Bank,  National  Association,  Brenham 

The  First  National  Bank  of  Brenham,  Brenham 

92,018 

December  31 

Northgate  National  Bank  of  El  Paso,  El  Paso 

New  Northgate  National  Bank,  El  Paso 

Northgate  National  Bank  of  El  Paso,  El  Paso . 

44,488 

December  31 

El  Paso  National  Bank,  El  Paso 

New  El  Paso  National  Bank,  El  Paso 

El  Paso  National  Bank,  El  Paso . 

696,820 

December  31 

The  First  National  Bank  of  Bellville,  Bellville 

Bancorporation  National  Bank,  Bellville 

The  First  National  Bank  of  Bellville,  Bellville  . 

52,586 

October  22C 

VIRGINIA 

Citizens  National  Bank,  Fries 

Virginia  National  Bank/Fries,  Fries 

First  National  Bank  of  Fries,  Fries . 

27,243 

December  1 

The  Washington  County  National  Bank  of  Abingdon,  Abingdon 

Central  Fidelity  Bank,  National  Association,  Southwest,  Abingdon 

Central  Fidelity  Bank,  National  Association,  Southwest,  Abingdon . 

68,727 

December  30 

Chesapeake  National  Bank,  Kilmarnock 

Chesapeake  Bank,  N  A  ,  Kilmarnock 

Chesapeake  National  Bank,  Kilmarnock . 

30,6771 

October  1 

WEST  VIRGINIA 

The  Union  National  Bank  of  Clarksburg,  Clarksburg 

Union  National  Bank  of  West  Virginia,  Clarksburg 

Union  National  Bank  of  West  Virginia,  Clarksburg . 

305,665 

'Includes  consolidations  effected  pursuant  to  corporate  reorganizations.  Does  not  include  transactions  involving  more  than  a  single  operating 
bank  Those  transactions  may  be  found  on  page  213 

t  Actual  asset  information  for  these  mergers  was  not  available  at  press  time.  The  figures  for  total  assets  were  statistically  estimated 
NOTE  Comparable  information  for  January  1  to  June  30  may  be  found  in  Volume  1,  Number  3,  Quarterly  Journal,  p  138 
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National  banks  merged  or  consolidated  with  state  banks,  by  states,  calendar  1982 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 


Total:  24  national  banks 


ALABAMA 

Muscle  Shoals  National  Bank,  Muscle  Shoals  (15485),  merged  into  Southern  Bank  of  Lauderdale  County 
Florence,  under  title  “South  Trust  Bank  of  the  Quad  Cities"  . 

CONNECTICUT 

The  National  Bank  of  New  England  of  East  Haddam,  East  Haddam  (7812),  merged  into  The  Connecticut  Bank 
and  Trust  Company,  Hartford,  under  title  “The  Connecticut  Bank  and  Trust  Company" 

Orange  National  Bank,  Orange  (15354),  merged  into  The  Connecticut  Bank  and  Trust  Company,  Hartford, 
under  title  “The  Connecticut  Bank  and  Trust  Company" . 

FLORIDA 

First  National  Bank  of  Moore  Haven,  Moore  Haven  (16335),  merged  into  Okeechobee  County  Bank, 
Okeechobee,  Florida,  under  title  "Flagship  Bank  of  Okeechobee" 

Florida  Coast  Bank  of  Palm  Beach  County,  National  Association,  Boca  Raton  (16722),  merged  into  Florida 
Coast  Bank  of  Broward  County,  Pompano  Beach,  under  title  “Florida  Coast  Bank" 

INDIANA 

The  First  National  Bank  of  Crown  Point,  Crown  Point  (2183),  merged  into  The  First  Bank  of  Whiting,  Whiting, 
under  title  “The  First  Bank  of  Whiting"  ....... 

South  Lake  National  Bank,  Lowell  (16669),  merged  into  The  First  Bank  of  Whiting,  Whiting,  under  title  "The 

First  Bank  of  Whiting”  . 

First  National  Bank  of  Goshen,  Goshen  (14113),  merged  into  St  Joseph  Valley  Bank,  Elkhart,  under  title 
"Midwest  Commerce  Banking  Company" . • . 

MASSACHUSETTS 

The  First  National  Bank  of  Malden,  Malden  (588),  merged  into  Malden  Trust  Company,  under  title  "Malden 
Trust  Company”  . 

NEW  JERSEY 

Prospect  Park  National  Bank,  Wayne  (12861),  merged  into  The  Bank  of  New  Jersey,  Camden,  under  title  “The 

Bank  of  New  Jersey"  . 

Fidelity  Union  Bank,  National  Association,  Red  Bank  (2257),  and  Fidelity  Union  Bank,  National  Association, 
Garden  State  (15570),  merged  into  Fidelity  Union  Bank,  Newark,  under  title  "Fidelity  Union  Bank" 

OHIO 

AmeriTrust  Company  of  Northeastern,  Ohio,  National  Association,  Ashtabula,  Ohio  (5075),  merged  into 

AmeriTrust  Company,  Cleveland,  under  title  "AmeriTrust  Company"  . 

The  Lancaster  National  Bank,  Lancaster  (9547),  merged  into  Society  Bank,  Columbus,  under  title  "Society 

Bank"  . 

The  Dime  Bank  of  Ross  County,  National  Association,  Adelphi  (15526),  merged  into  The  Interim  Dime  Bank  of 
Marietta.  Marietta,  under  title  "The  Dime  Bank" 

National  Bank  of  Fulton  County,  Delta  (14914),  merged  into  Toledo  Trust  Company,  Toledo,  under  title  "The 
Toledo  Trust  Company" . 

PENNSYLVANIA 

The  First  National  Bank  of  Pen  Argyl,  Pen  Argyl  (4352),  merged  into  Northeastern  Bank  of  Pennsylvania,  Mount 

Pocono,  under  title  "Northeastern  Bank  of  Pennsylvania” . 

National  Bank  and  Trust  Company  of  Kennett  Square,  Kennett  Square  (2526),  merged  into  American  Bank  and 
Trust  Co.  of  Pa,  Reading,  under  title  “American  Bank  and  Trust  Co  of  Pa" 

The  Warren  National  Bank,  Warren  (4879),  merged  into  Marine  Bank,  Meadville,  under  title  "Marine  Bank" 

The  Peoples  National  Bank  of  Shippensburg,  Shippensburg  (6946),  merged  into  Dauphin  Deposit  Bank  and 
Trust  Company,  Harrisburg,  under  title  "Dauphin  Deposit  Bank  and  Trust  Company" 

TENNESSEE 

First  National  Bank  of  Lebanon,  Lebanon  (16307),  merged  into  Liberty  State  Bank  of  Dekalb  County,  Liberty, 
under  title  "Liberty  State  Bank" . 

VIRGINIA 

The  Bath  County  National  Bank  of  Hot  Springs,  Hot  Springs  (8722),  merged  into  First  Virginia  Bank-Highlands, 
Covington,  under  title  "First  Virginia  Bank-Highlands" 

The  First  National  Bank  of  Martinsville  and  Henry  County,  Henry  County  (7206),  merged  into  United  Virginia 
Bank,  Richmond,  under  title  "United  Virginia  Bank" 

Citizens  National  Bank,  New  Market  (10524),  merged  into  Citizens  National  Bank,  New  Market,  under  title 
“United  Virginia  Bank"  . . - ; — 


Effective 

date 

Total  capital 
accounts  of 
national  banks 

$229  104 

May 

6 

2.973 

January 

18 

561 

September  13 

1,523 

March 

1 

983 

July 

30 

1,477 

June 

1 1 

4,915 

August 

1 1 

1,433 

November 

1 

8,495 

October 

29 

4,377 

May 

10 

29,823 

April 

1 

93,797 

February 

12 

12.798 

March 

22 

1,782 

April 

1 

639 

May 

3 

1,295 

April 

22 

1,491 

June 

1 

5.669 

June 

30 

24.365 

October 

1 

6.245 

March 

15 

468 

September  20 

1,470 

December 

1 

18,934 

October 

29 

3,591 
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Purchases  of  state  banks  by  national  banks,  by  states,  July  1  to  December  31,  1982 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 

Effective 

date 

Total  assets  of 
state  banks 

Total:  4  national  banks 

$92,640 

ARKANSAS 

First  National  Bank  of  Cleburne  County  (17489),  Guitman,  purchased  Bank  of  Guitman,  Ouitman  . 

November  12 

17,359 

IOWA 

Centerville  National  Bank  (2841),  Centerville,  purchased  Seymour  State  Bank,  Seymour . 

December  22 

14,263 

The  Citizens  National  Bank  of  Boone  (13817),  Boone,  purchased  The  Farmers  Savings  Bank,  Stratford  . 

December  31 

11,427 

NEW  JERSEY 

The  National  State  Bank  (1436),  Elizabeth,  purchased  Jersey  Shore  Bank,  Long  Branch 

September  24 

49,591 

NOTE:  Comparable  information  for  January  1  to  June  30  may  be  found  in  Volume  1,  Number  3,  Quarterly  Journal,  p.  143. 


National  banks  converted  to  state  banks,  by  states,  calendar  1982 

(Dollar  amounts  in  thousands) 


Charter 

Effective 

number 

Title  and  location  of  bank 

date 

Total  assets 

Total:  8  banks  .  .  .  . 

$426,892 

INDIANA 

5300 

The  First  National  Bank  of  Petersburg,  Petersburg,  converted  to  Pike  County  Bank, 
Petersburg  . 

August 

1 

26,397 

LOUISIANA 

16551 

First  National  Bank  of  Eunice,  Eunice,  converted  to  First  Bank  of  Eunice,  Eunice 

January 

11 

19,667 

MICHIGAN 

16714 

Michigan  National  Bank-Port  Pluron,  Port  Huron,  converted  to  Michigan  Bank-Port  Huron, 

Port  Huron  . 

March 

8 

238,689 

NEW  MEXICO 

8880 

The  First  National  Bank  of  Lordsburg,  Lordsburg,  converted  to  Western  Bank,  Lordsburg 

November 

1 

20,176 

16236 

United  Southwest  National  Bank  of  Santa  Fe,  Santa  Fe,  converted  to  Western  Bank  of 

Santa  Fe,  Santa  Fe  .  .  . 

January 

1 

18,557 

TEXAS 

14995 

West  Side  National  Bank  of  San  Angelo,  San  Angelo,  converted  to  Bank  of  the  West,  San 

Angelo  .  . 

March 

29 

51,645 

WISCONSIN 

16460 

Ozaukee  National  Bank,  Cedarburg,  converted  to  Ozaukee  Bank,  Cedarburg 

January 

1 

23,194 

15618 

Heritage  National  Bank  of  Racine,  Racine,  converted  to  Heritage  Bank-Raclne,  Racine 

January 

4 

28,557 
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National  banks  reported  in  liquidation ,  by  states,  calendar  1982 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 


Total:  16  national  banks  . 

CALIFORNIA 

Western  National  Bank  (16931).  Santa  Ana,  absorbed  by  Commonwealth  Bank,  Hawthorne 

ILLINOIS 

The  First  National  Bank  and  Trust  Company  of  Tuscola  (1723),  Tuscola,  absorbed  by  The  First  National  Bank  of 
Douglas  County  (1 71 70),  Tuscola  . 

Coles  County  National  Bank  of  Charleston  (14913),  Charleston,  absorbed  by  Eagle  Bank  of  Charleston, 
Charleston,  Illinois  . 

IOWA 

The  First  National  Bank  in  Humboldt  (13766),  Humboldt,  absorbed  by  Hawkeye  Bank  and  Trust,  Humboldt,  Iowa 

MINNESOTA 

The  First  National  Bank  of  Verndale  (6022),  Verndale,  absorbed  by  The  First  National  Bank  of  Bertha  (7373), 
Bertha  .  . 

MISSISSIPPI 

Citizens  National  Bank  of  Columbus  (16726),  Columbus,  absorbed  by  First  Citizens  National  Bank  (15479), 
Tupelo  . 

NEW  YORK 

First  National  Bank  of  Waterloo  (368),  Waterloo,  absorbed  by  The  St  Lawrence  National  Bank  (8531),  Canton 

OHIO 

The  Brown  County  National  Bank  of  Mt  Orab  (10692),  Mt  Orab,  absorbed  by  The  Clinton  County  National  Bank 
and  Trust  Company  of  Wilmington  (1997),  Wilmington .  .  . 

The  Second  National  Bank  of  Hamilton  (829),  Hamilton,  absorbed  by  SNB  National  Bank  (17200),  Hamilton 

First  National  Bank  in  Camden  (14316),  Camden,  absorbed  by  First  National  Bank  of  Southwestern  Ohio  (56), 
Monroe  . 

SOUTH  CAROLINA 

Carolina  National  Bank  (14784),  Easley,  absorbed  by  The  Citizens  and  Southern  National  Bank  of  South  Carolina 
(1425),  Charleston  .  . 

TEXAS 

National  Security  Bank  (16491),  Tyler,  absorbed  by  Bank  of  Tyler,  National  Association  (17261),  Tyler . 

Lincoln  Centre  Bank,  National  Association  (16851),  Dallas,  absorbed  by  Mercantile  Bank-North,  National 
Association  (17454),  Dallas  .  . 

WASHINGTON 

Jefferson  National  Bank  (16423),  Port  Townsend,  absorbed  by  Peoples  National  Bank  of  Washington  (14394), 
Seattle . 

WEST  VIRGINIA 

The  First  National  Bank  of  South  Charleston  (11340),  South  Charleston,  absorbed  by  Charleston  National  Bank 
(3236),  Charleston  . 

WISCONSIN 

Regency  National  Exchange  Bank  (16620),  Brookfield,  absorbed  by  Jacobus  National  Bank  (17538),  Brookfield 


Effective 

date 

Total  assets  of 
liquidated 
bank 

$424,775 

August 

27 

25,590 

February 

6 

20,763 

May 

1 

26,830 

April 

2 

55,412 

November 

5 

10,436 

October 

1 

13,838 

October 

14 

43,392 

January 

1 

26,568 

March 

1 

3,600 

December 

31 

14,980 

December 

31 

85,924 

April 

16 

8,820 

October 

22 

28,713 

June 

24 

19,510 

November 

5 

28.629 

December 

21 

11,770 
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Consolidated  assets  and  liabilities  of  national  banks  with  foreign  operations,  September  30,  1982 

(Dollar  amounts  in  millions) 


Foreign*  and 


domestic  offices 


Cash  and  due  from  depository  institutions  . 

U  S  Treasury  securities . 

Obligations  of  other  U  S  government  agencies  and  corporations 
Obligations  of  states  and  political  subdivisions  in  the  United  States 
Other  bonds  notes  and  debentures 
Federal  Reserve  stock  and  corporate  stock 

Trading  account  securities  . 

Federal  funds  sold  and  securities  purchased  under  agreements  to  resell 

Loans,  total  (excluding  unearned  income) 

Less:  Allowance  for  possible  loan  losses  ....... 

Loans,  net . 

Lease  financing  receivables . 

Bank  premises,  furniture  and  fixtures,  and  other  assets  representing  bank  premises 

Real  estate  owned  other  than  bank  premises . 

Investments  in  unconsolidated  subsidiaries  and  associated  companies. 

Customers'  liability  on  acceptances  outstanding 

Other  assets . 

Total  assets . 

Demand  deposits  of  individuals,  partnerships  and  corporations. 

Time  and  savings  deposits  of  individuals,  partnerships  and  corporations 

Deposits  of  U  S  government . 

Deposits  of  states  and  political  subdivisions  in  the  United  States 

Deposits  of  foreign  governments  and  official  institutions . 

Deposits  of  commercial  banks . 

Certified  and  officers'  checks . 

Total  deposits  in  domestic  offices  . 

Total  demand  deposits .  . 

Total  time  and  savings  deposits . 

Total  deposits  in  foreign  offices*  . 

Total  deposits . 


$156,193 

20,533 

11,942 

39,476 

5,609 

1,044 

8,207 

29,653 


513,821 

5,450 


508,372 


9,633 

11,473 

1,358 

1,254 

41,921 

24,102 


870,768 


92,783 

271,150 

1,218 

20,385 

4,391 

33,427 

4,569 


427,923 


119,913 

308,010 


214.314 


642,237 


Federal  funds  purchased  and  securities  sold  under  agreements  to  repurchase 
Interest-bearing  demand  notes  issued  to  the  U  S.  Treasury 

Other  liabilities  for  borrowed  money . 

Mortgage  indebtedness  and  liabilities  for  capitalized  leases. 

Banks'  liability  on  acceptances  executed  and  outstanding 

Other  liabilities . 

Total  liabilities . 

Subordinated  notes  and  debentures  .  . 

Preferred  stock  .  . 

Common  stock . 

Surplus . 

Undivided  profits . 

Reserve  for  contingencies  and  other  capital  reserves 

Total  equity  capital .  . 


86,134 

10,985 

19,010 

1,241 

42,060 

25,482 


827,148 


2,638 


65 

7,884 

12,133 

20,578 

323 


40,983 


Total  liabilities,  subordinated  notes  and  debentures  and  equity  capital. 
Number  of  banks . 


870.768 


133 


Domestic 

offices 


$  68,465 
20,373 
11,910 
38,855 
994 
905 
7,196 
29,103 


375,967 

7,825 


370,738 


7,825 

10,164 

1,269 

314 

30,304 

41,346 


639,758 


92,783 

271,150 

1,218 

20,385 

4,391 

33,427 

4,569 


427,923 


119,913 

308,010 


NA 


427,923 


85,872 

10,985 

7,907 

1,180 

32,721 

29,792 


596,379 


2,396 


65 

7,884 

12,133 

20,578 

323 


40,983 


639,758 


*  For  reporting  purposes,  foreign  offices  include  Edge  and  Agreement  subsidiaries  located  in  the  U  S.  and  branches  in  Puerto  Rico,  U  S.  Virgin 
Islands  and  U  S.  Trust  Territories. 


224 


Domestic  office  deposits  of  national  banks,  by  states,  September  30,  1982 

(Dollar  amounts  in  millions) 


Demand 
deposits  of 
individuals, 
partnerships 
and 

corporations 

All  other 
demand 
deposits 

NOW  and 
automatic 
transfer 
accounts 

All  other 
savings 
accounts 

Money 
market 
certificates 
of  deposit 

Time 

certificates 
of  deposit  of 
$100,000  or 
more 

Other  time 
deposits  of 
$100,000  or 
more 

All  other 
time  deposits 

Total 

domestic 

deposits 

All  national  banks  . 

$154,481 

$39,657 

$40,025 

$86,167 

$124,545 

$185,784 

$24,784 

$84,786 

$740,229 

Alabama . 

1,903 

430 

387 

960 

1,869 

1,110 

423 

1,196 

8,278 

Alaska 

611 

99 

118 

209 

161 

220 

2 

64 

1.484 

Arizona 

2.083 

214 

408 

1,469 

2,240 

1,253 

10 

1,117 

8,794 

Arkansas  . 

1,117 

307 

420 

536 

1,390 

803 

41 

734 

5,348 

California 

20,952 

3,520 

5,589 

13,853 

13,727 

41,703 

5,353 

8,328 

113,025 

Colorado . 

2,548 

781 

733 

1,077 

1,196 

2,769 

105 

862 

10,071 

Connecticut . 

1,158 

344 

262 

570 

624 

348 

72 

450 

3,828 

Delaware . 

23 

3 

9 

26 

26 

307 

0 

23 

417 

District  of  Columbia 

1,817 

511 

448 

674 

386 

1,959 

30 

362 

6,187 

Florida . 

6,867 

1,297 

2.453 

3,688 

5,852 

3,493 

191 

2,323 

26,164 

Georgia 

2.972 

935 

591 

803 

1,491 

1,249 

77 

1.452 

9.570 

Hawaii . 

30 

4 

12 

25 

24 

54 

0 

8 

157 

Idaho 

604 

81 

320 

427 

981 

533 

3 

536 

3,485 

Illinois . 

9,817 

3,074 

1,822 

5,108 

7,385 

16,378 

3,317 

6,336 

53,237 

Indiana . 

2,359 

845 

884 

1,972 

3,860 

1,886 

45 

2,867 

14,718 

Iowa . 

918 

437 

445 

695 

1,502 

549 

5 

1.387 

5,938 

Kansas . 

1,258 

396 

465 

590 

1,538 

1,048 

75 

1,082 

6.452 

Kentucky 

1,354 

306 

480 

693 

1,757 

1,005 

27 

1.136 

6,758 

Louisiana . 

2,620 

645 

512 

1,160 

1,813 

2,950 

15 

974 

10,689 

Maine . 

258 

39 

137 

219 

247 

73 

2 

138 

1.113 

Maryland . 

2,061 

408 

321 

1,662 

1,337 

982 

15 

1,248 

8,034 

Massachusetts . 

3,657 

1,051 

847 

1,214 

980 

4,366 

370 

790 

13,275 

Michigan . 

4,050 

1,021 

942 

4,169 

5,619 

3,465 

63 

2,829 

22,158 

Minnesota . 

2,981 

987 

801 

1,841 

2,537 

4,120 

67 

2.962 

16,296 

Mississippi 

997 

270 

246 

352 

1,158 

892 

7 

925 

4,847 

Missouri . 

2,712 

1,049 

601 

860 

1.729 

3,401 

96 

1,228 

1 1.676 

Montana . 

431 

90 

217 

309 

798 

279 

3 

453 

2,580 

Nebraska . 

973 

446 

477 

473 

1,560 

663 

9 

1,192 

5,793 

Nevada . 

641 

87 

171 

351 

453 

507 

— 

148 

2,358 

New  Hampshire 

391 

63 

205 

280 

301 

195 

7 

213 

1 ,655 

New  Jersey . 

4,940 

930 

865 

3,967 

3,984 

2,080 

81 

2,872 

19,719 

New  Mexico . 

679 

139 

337 

354 

703 

983 

11 

430 

3,636 

New  York . 

17,784 

6,708 

2,608 

7,023 

10,125 

19,240 

9,874 

6,387 

79,749 

North  Carolina 

3,071 

489 

978 

1,672 

2,524 

2,080 

144 

1,818 

12,776 

North  Dakota 

320 

47 

217 

214 

570 

209 

7 

558 

2, 1 42 

Ohio . 

5,540 

1,049 

1,870 

5,436 

6.358 

4,268 

134 

5,068 

29,723 

Oklahoma . 

2.915 

812 

718 

931 

2,669 

5,623 

22 

1 ,151 

14,841 

Oregon . 

Pennsylvania . 

1.461 

249 

853 

1,089 

1,697 

1,104 

— 

1 ,027 

7 ,479 

7,547 

1,544 

1,898 

6,095 

7,464 

10,574 

421 

6.548 

42,091 

Rhode  Island. 

633 

103 

159 

442 

641 

1,037 

57 

574 

3,646 

South  Carolina . 

1,230 

206 

447 

495 

688 

316 

i 

571 

3,954 

South  Dakota . 

385 

75 

280 

263 

889 

1,978 

i 

824 

4,695 

Tennessee 

2,017 

734 

639 

1,070 

2,616 

1,482 

20 

1 ,328 

9,906 

Texas 

16,415 

5,052 

3,739 

3,563 

8,998 

28,284 

3,236 

4,460 

73,747 

Utah 

770 

112 

262 

429 

786 

988 

4 

290 

3,641 

Vermont 

Virginia . 

Washington  . 

West  Virginia  ...... 

Wisconsin . 

Wyoming . 

96 

2,196 

3,449 

842 

1,617 

413 

16 

289 

564 

193 

498 

106 

41 

804 

1,132 

259 

435 

159 

149 

1,637 

2,240 

1,070 

1,521 

244 

127 

2,543 

3,084 

1,423 

1,664 

450 

49 

1,128 

3,610 

456 

1,365 

373 

2 

55 

65 

10 

27 

183 

105 

2,310 

2,140 

1,057 

1,688 

218 

585 

10.962 

16,284 

5,310 

8,815 

2,146 

District  of  Columbia- 
all* . 

1,835 

514 

451 

696 

393 

1,959 

30 

366 

6.244 

*  Includes  national  and  nonnational  banks  in  me  uisirici  01  wuiumuid.  an  ' ,v  "Y 1  “  °  ^ ‘ 
NOTE  Dashes  indicate  amounts  of  less  than  $500,000  Figures  may  not  add  to  totals  due  to  u  g 
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Domestic  office  loans  of  national  banks,  by  states,  September  30,  1982 

(Dollar  amounts  in  millions) 


Total 

loans, 

gross 

Loans 
secured 
by  real 
estate 

Loans  to 
financial 
institutions 

Loans  to 
purchase 
or  carry 
securities 

Loans  to 
farmers 

Commercial 
and  indus¬ 
trial  loans 

Personal 
loans  to 
individuals 

Other 

loans 

Total  loans 
less  un¬ 
earned 
income 

All  national  banks 

$581,710 

$169,964 

$38,800 

$6,669 

$17,165 

$224,374 

$107,277 

$17,461 

$572,001 

Alabama  . 

5.287 

1,452 

250 

23 

93 

1,771 

1,582 

115 

5,042 

Alaska 

770 

295 

32 

298 

143 

2 

764 

Arizona . 

6,643 

2,064 

339 

2 

417 

1,834 

1,917 

71 

6,530 

Arkansas 

3,540 

1.018 

267 

49 

182 

1,345 

597 

82 

3,470 

California . 

98,543 

40,215 

5,982 

656 

3,356 

31,240 

13,929 

3,165 

98,277 

Colorado 

7.908 

2,343 

219 

98 

526 

2,866 

1,660 

197 

7,843 

Connecticut 

2,786 

1,052 

109 

6 

6 

914 

628 

72 

2,730 

Delaware . 

626 

37 

0 

0 

1 

38 

551 

— 

625 

District  of  Columbia 

4,407 

1,764 

292 

15 

5 

1,447 

695 

188 

4,337 

Florida  . 

16,115 

6,397 

496 

36 

55 

3,832 

5,035 

264 

15,456 

Georgia 

7,044 

1,712 

350 

19 

44 

2,360 

2,410 

148 

6,723 

Flawaii . 

90 

40 

0 

0 

1 

27 

23 

— 

90 

Idaho  . 

2,728 

865 

182 

1 

307 

698 

643 

30 

2,688 

Illinois . 

53,240 

10,893 

5,568 

610 

1,156 

27,266 

6,043 

1,704 

52,740 

Indiana  . 

9,798 

3,727 

820 

73 

282 

2,562 

2,170 

164 

9,532 

Iowa . 

3,722 

1,024 

114 

76 

810 

909 

728 

61 

3,698 

Kansas  . 

3,793 

717 

182 

90 

687 

1,212 

839 

67 

3,749 

Kentucky 

4,733 

1,484 

280 

29 

238 

1,352 

1,201 

148 

4,588 

Louisiana 

6,833 

1,830 

175 

42 

67 

2,751 

1,781 

187 

6,620 

Maine . 

667 

289 

5 

0 

2 

194 

174 

4 

666 

Maryland 

5,271 

2,318 

192 

54 

37 

1,548 

1,071 

51 

5,120 

Massachusetts . 

10.937 

2,284 

857 

23 

44 

5,761 

1,742 

226 

10,730 

Michigan . 

16,206 

5,658 

1,152 

38 

141 

6,042 

2,482 

693 

16,103 

Minnesota 

13,362 

3,805 

641 

430 

801 

5,403 

1,712 

568 

13,216 

Mississippi 

3,192 

1,063 

156 

54 

91 

919 

836 

73 

3,071 

Missouri . 

7,789 

1,827 

859 

135 

332 

3,004 

1,459 

173 

7,706 

Montana 

1,810 

470 

26 

2 

299 

559 

436 

18 

1.757 

Nebraska . 

3,911 

558 

152 

124 

1,362 

879 

742 

92 

3,874 

Nevada . 

1,448 

682 

6 

— 

15 

302 

436 

5 

1.388 

New  Hampshire . 

1,215 

431 

12 

1 

1 

369 

387 

14 

1,146 

New  Jersey . 

12,658 

5,194 

391 

16 

8 

3,892 

2,907 

251 

12,266 

New  Mexico . 

2,319 

551 

94 

4 

138 

873 

629 

31 

2,238 

New  York  .... 

76,109 

14,135 

8,902 

2,029 

397 

35,300 

11.491 

3,856 

74,991 

North  Carolina 

9,829 

2,305 

489 

45 

118 

3,897 

2.784 

190 

9,610 

North  Dakota  . 

1,389 

330 

23 

1 

321 

458 

239 

16 

1,379 

Ohio  .  .  . 

19,161 

6,849 

666 

95 

322 

5.538 

5.446 

245 

18,495 

Oklahoma  . 

10,284 

2,478 

389 

224 

623 

4,353 

1,624 

593 

10,111 

Oregon  . 

5,713 

2,066 

41 1 

9 

223 

1,941 

1,019 

43 

5,662 

Pennsylvania 

30,445 

8,531 

3.685 

425 

163 

1  1,275 

5,431 

936 

29,720 

Rhode  Island 

2,983 

922 

285 

1 

1,227 

433 

115 

2,931 

South  Carolina 

2,528 

583 

150 

8 

41 

763 

944 

40 

2,423 

South  Dakota 

4,440 

461 

28 

5 

613 

533 

2,767 

34 

4,410 

Tennessee 

6,410 

1,795 

323 

70 

94 

2,368 

1,548 

212 

6,244 

Texas  . 

57,435 

12,707 

2,154 

835 

1,558 

30,624 

7,973 

1,583 

56,466 

Utah  . 

2,793 

1,245 

38 

3 

59 

746 

640 

63 

2,761 

Vermont  . 

413 

209 

10 

104 

86 

4 

411 

Virginia 

7,851 

3,170 

127 

28 

123 

1,889 

2,334 

179 

7,456 

Washington 

13,502 

3,905 

487 

105 

570 

5,638 

2,487 

31  1 

13,380 

West  Virginia 

3,100 

1,274 

171 

6 

12 

574 

1,027 

37 

2,933 

Wisconsin 

6,549 

2,552 

285 

73 

218 

2,193 

1,104 

123 

6.470 

Wyoming 

1,385 

389 

16 

4 

162 

485 

314 

15 

1,365 

District  of  Columbia- 
all* 

4.438 

1,783 

_ 

292 

15 

5 

1,452 

702 

188 

4,367 

*  Includes  national  and  nonnationa!  banks  in  the  District  of  Columbia,  all  of  which  are  supervised  by  the  Comptroller  of  the  Currency. 

NOTE  Dashes  indicate  amounts  of  less  than  $500,000  Figures  may  not  add  to  totals  due  to  rounding.  Table  excludes  two  national  banks  that  did 
not  report  on  September  30,  1982. 
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Outstanding  balances,  credit  cards  and  related  plans  of  national  banks,  September  30,  1982 

(Dollar  amounts  in  thousands) 


All  national  banks. 

Alabama 

Alaska 

Arizona . 

Arkansas 

California . 

Colorado 

Connecticut . 

Delaware . 

District  of  Columbia 

Florida . 

Georgia 

Hawaii . 

Idaho . 

Illinois . 

Indiana 

Iowa . 

Kansas 
Kentucky  . 

Louisiana 

Maine  . 

Maryland 

Massachusetts 

Michigan . 

Minnesota 

Mississippi . 

Missouri . 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey . 

New  Mexico. 

New  York 
North  Carolina 
North  Dakota 
Ohio 

Oklahoma  . 

Oregon 
Pennsylvania 
Rhode  Island 

South  Carolina 
South  Dakota 
Tennessee 

Texas  . 

Utah  . 

Vermont  .  . 

Virginia 
Washington 
West  Virginia 
Wisconsin 
Wyoming 


District  of  Columbia — all* 


Total 

number 

of 

national 

banks 

Credit  cards  and 
other  related  credit  plans 

Number  of 
national  banks 

Outstanding 

volume 

4,554 

1,895 

$24,935,631 

89 

17 

143,501 

5 

4 

42.563 

3 

2 

441,788 

70 

10 

56,481 

85 

70 

4,472,849 

168 

131 

489,013 

1 5 

8 

164,390 

1 1 

6 

431,873 

1 6 

14 

182,985 

194 

78 

840.578 

62 

27 

533.515 

3 

1 

3,267 

7 

4 

72,410 

404 

158 

2,316,785 

117 

73 

298,093 

101 

44 

209,420 

149 

22 

103,915 

77 

28 

145,894 

52 

16 

212,859 

10 

9 

29,150 

26 

1 1 

142,393 

70 

57 

368,257 

125 

69 

779,592 

201 

123 

145,327 

36 

3 

67,887 

117 

56 

439,306 

55 

25 

14,410 

119 

33 

153,397 

3 

2 

52,742 

34 

25 

39,870 

85 

57 

334,681 

40 

10 

84,974 

113 

62 

3,849,887 

20 

17 

520,457 

40 

19 

9,568 

163 

109 

809,875 

195 

43 

158,720 

7 

4 

239.668 

204 

50 

544,346 

5 

4 

83,323 

19 

12 

141,135 

34 

1 1 

2,429,576 

67 

12 

214,460 

744 

170 

936,680 

7 

4 

82,360 

11 

3 

7,611 

65 

25 

393,022 

20 

10 

677,135 

112 

20 

53,557 

129 

102 

323,257 

50 

25 

6.829 

17 

15 

183,203 

*  Includes  the  nonnational  bank  in  the  District  of  Columbia,  which  is  also  supervised  by  the  Comptroller  of  the  Currency 

NOTE.  Does  not  include  data  for  two  national  banks,  one  in  Pennsylvania  and  one  in  West  Virginia,  that  did  not  report  on  September  30,  1982 
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National  banks  engaged  in  lease  financing,  September  30,  1982 

(Dollar  amounts  in  thousands) 


Total  number 
of  national 
banks 

Number  of  banks 
engaged  in  lease 
financing 

Amounts  of  lease 
financing  at 
domestic  offices 

All  national  banks . 

4,554 

948 

$8,924,730 

Alabama 

89 

18 

37,181 

Alaska  . 

5 

2 

5,292 

Arizona 

3 

1 

103,525 

Arkansas 

70 

16 

24,141 

California 

85 

23 

3,293,319 

Colorado 

168 

62 

122,142 

Connecticut 

15 

1 

5,720 

Delaware . 

11 

0 

0 

District  of  Columbia 

16 

4 

27,269 

Florida . 

194 

29 

60,372 

Georgia 

62 

14 

108,843 

Hawaii . 

3 

1 

2,985 

Idaho  .  . 

7 

4 

58,794 

Illinois . 

404 

75 

187,789 

Indiana .  .  . 

117 

31 

152,693 

Iowa .  .  . 

101 

26 

10,451 

Kansas  .  . 

149 

27 

1 1 ,932 

Kentucky .  . 

77 

13 

144,346 

Louisiana .  .  . 

52 

11 

48,374 

Maine  . 

10 

0 

0 

Maryland . 

26 

8 

84,052 

Massachusetts  . 

70 

14 

423,974 

Michigan . 

125 

19 

245,815 

Minnesota . 

201 

46 

237,089 

Mississippi . 

36 

6 

12,158 

Missouri . 

117 

29 

113,093 

Montana 

55 

17 

7,538 

Nebraska 

119 

38 

65,404 

Nevada .  .  . 

3 

2 

32,010 

New  Hampshire  .  . 

34 

2 

556 

New  Jersey  . 

85 

13 

109,834 

New  Mexico, 

40 

15 

4,045 

New  York .  . 

113 

18 

579,353 

North  Carolina  . 

20 

6 

274,486 

North  Dakota . 

40 

13 

6,688 

Ohio  .  . 

163 

54 

443,944 

Oklahoma 

195 

74 

34,767 

Oregon  . 

7 

2 

69,392 

Pennsylvania . 

204 

12 

311,778 

Rhode  Island 

5 

3 

183,805 

South  Carolina 

19 

2 

10,155 

South  Dakota 

34 

7 

1,108 

Tennessee 

67 

15 

49,824 

Texas  . 

744 

92 

394,495 

Utah 

7 

2 

90,937 

Vermont . 

1 1 

0 

0 

Virginia  . 

65 

4 

54,275 

Washington  . 

20 

9 

604,906 

West  Virginia 

112 

16 

9,062 

Wisconsin 

129 

35 

71,853 

Wyoming 

50 

17 

3,166 

District  of  Columbia — all*  .  . 

17 

4 

27,269 

*  Includes  the  nonnational  bank  in  the  District  of  Columbia,  which  is  also  supervised  by  the  Comptroller  of  the  Currency 

NOTE  Does  not  include  data  for  two  national  banks,  one  in  Pennsylvania  and  one  in  West  Virginia,  that  did  not  report  on  September  30,  1982 
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Average  banks'  percent  of  loans  past  due,  by  assets,  quarterly  since  September  1980 


Assets  in  millions  of  dollars 


Less 

than 

$10 

$10 

to 

$20 

$20 

to 

$25 

$25 

to 

$40 

$40 

to 

$100 

$100 

to 

$300 

$300 

to 

$900 

$900 

to 

$5,000 

$5,000 

or 

more 

All 

national 

banks 

Rea!  estate 

Sept.  1980 . 

4.0 

3.7 

3.7 

3.5 

3.3 

3.2 

3.5 

4  5 

4  7 

3.5 

Dec.  1980  . 

4.0 

3.6 

4.0 

3.7 

3.3 

3.3 

35 

4.2 

4  9 

3  6 

Mar.  1981 

4.2 

3.8 

3.8 

3.9 

3.6 

3.5 

3  9 

4  9 

54 

3  8 

June  1981  . 

3.8 

3.9 

4  0 

3.7 

3.6 

3.4 

3.8 

4  9 

4.8 

3.7 

Sept.  1981 . 

4.5 

4.2 

3.9 

4.0 

3.7 

3.6 

4.3 

5.1 

5  7 

4.0 

Dec.  1981  . 

4.9 

4.3 

4  4 

4  5 

4  0 

3.9 

4  4 

4  9 

59 

4  3 

Mar.  1982 . 

5.1 

4.7 

4  9 

4.5 

4.5 

3.9 

4  4 

5.3 

6  6 

4.5 

June  1982  . 

4.4 

4.8 

5.1 

4  7 

4.5 

4.1 

4  7 

5.1 

6  1 

4  6 

Sept.  1982 . 

4.7 

5.1 

5.5 

5.3 

4.7 

4.6 

4.8 

5.5 

6.3 

4  9 

Commercial  and 
industrial 

Sept  1980 

4  6 

4.8 

4.8 

4  7 

4.7 

4  6 

4.1 

4.3 

4  4 

4  7 

Dec.  1980  . 

4.3 

4.5 

4.6 

4.7 

4.4 

4.3 

4  1 

3.9 

4  2 

4.5 

Mar  1981 

4.4 

5  1 

4.6 

4.7 

4  9 

4.8 

4  5 

4.5 

4  5 

4  8 

June  1981  . 

4  8 

5  0 

4.6 

4.9 

5.0 

4.7 

4.5 

4  7 

4  1 

4  9 

Sept  1981 

5.2 

5.2 

5.4 

5  4 

5.6 

5.4 

4.7 

5.1 

4  8 

54 

Dec  1981 

5  3 

5.2 

4  8 

5.7 

5.5 

5.3 

4  6 

5.1 

4.7 

5.3 

Mar  1982 . 

55 

5.4 

5  4 

5.9 

5.8 

5.8 

5.2 

5.3 

4.2 

5.7 

June  1982  . 

5.2 

5.6 

5  8 

6.0 

6  2 

6  0 

5.5 

5.8 

4  8 

5.9 

Sept  1982 

5.0 

6.3 

6  6 

6  4 

6  7 

6.7 

6.1 

6.5 

59 

64 

Personal 

Sept.  1980  . 

4.0 

4.1 

4  4 

4.0 

3  6 

3.0 

2.8 

3.5 

3.7 

3.7 

Dec.  1980  . 

4.2 

4.3 

3.8 

4.2 

3.6 

3.1 

2.9 

3.4 

3.6 

38 

Mar  1981 

4.0 

3.9 

3.7 

38 

3.4 

2.9 

2.7 

3.3 

3.3 

3.5 

June  1981 

4.1 

3.8 

2.6 

3.7 

3.4 

2.8 

2.5 

32 

3.0 

3.5 

Sept.  1981 . 

3.7 

3.9 

3.5 

3  9 

3.5 

3.0 

2.7 

3.4 

3.5 

3.5 

Dec  1981 

4.2 

4  0 

4.0 

4.3 

3.8 

3.3 

3.0 

34 

3.3 

3  8 

Mar  1982 

3.8 

4.0 

3.9 

4.1 

3.7 

3.3 

2  8 

3.2 

3.1 

3  7 

June  1982  . 

3  5 

4  0 

4.2 

3.9 

3.6 

3.1 

2.8 

3.2 

29 

3.7 

Sept.  1982 . 

3.6 

4.0 

4  4 

4.2 

3.9 

3.4 

3.0 

3.2 

3.1 

3.8 

All  other 

Sept  1980 

3.9 

4.8 

3.5 

4.2 

4  6 

4.7 

3.6 

4  2 

4  3 

4.4 

Dec  1980  . 

3  8 

4.2 

3.9 

4.8 

4  5 

4  2 

29 

3  7 

4  1 

4  3 

Mar.  1981 

3.9 

3.5 

4.4 

5.1 

4.7 

4.8 

3.7 

4  2 

4.0 

4  4 

June  1981 . 

4.8 

3.4 

3.8 

5.0 

4  4 

5.1 

3  4 

4.1 

3.9 

4  4 

Sept  1981 

4.3 

3.3 

3.7 

5.0 

4  0 

4.5 

4.0 

3.9 

4  6 

4.1 

Dec  1981 

5.0 

3.1 

4  4 

4.8 

5  1 

4.4 

4  8 

3.5 

53 

4  5 

Mar  1982 . 

4  6 

5.0 

4  9 

5.0 

4.7 

5.2 

4  6 

3.9 

3.8 

4  8 

June  1982 

3.5 

4.5 

3.9 

4  6 

4.7 

4  8 

4  4 

4  1 

4.0 

4  5 

Sept  1982 . 

3.6 

4.2 

4.6 

4.5 

4  4 

4  4 

38 

4  5 

4.1 

4.3 

Total  loans 

3.6 

Sept.  1980 

3.5 

3  5 

3.8 

3.7 

3.5 

3.4 

3.4 

4.0 

4  0 

Dec.  1980  . 

3.6 

3.6 

3.8 

3.9 

3.6 

3  4 

3  4 

3.8 

3.9 

3  6 

Mar.  1981 . 

3.5 

3.6 

3.8 

3.9 

3.7 

3.6 

3.7 

4  2 

4  1 

3.7 

June  1981  . 

3.7 

3.6 

3.6 

3.8 

3.7 

3.5 

36 

4.2 

3  8 

3.7 

Sept  1981 

3  8 

3.7 

3.9 

4  0 

39 

3.8 

38 

4.5 

4  4 

3  9 

Dec.  1981  . 

4  3 

3.9 

4  1 

4  4 

4  2 

4  0 

39 

4  4 

4  4 

4  1 

Mar  1982 . 

4.1 

4.3 

4  4 

4.6 

4  4 

4.2 

4.1 

4  6 

4.3 

4  3 

June  1982  . 

3.5 

4.2 

4.6 

4  5 

4  4 

4  3 

4.4 

4,7 

4  4 

4  3 

Sept.  1982 

3.8 

4  4 

4  8 

4.8 

4.7 

4.7 

4.7 

5.2 

5.2 

4  6 

See  notes  on  page  232 
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Average  banks'  percent  of  loans  past  due,  by  deposits,  quarterly  since  September  1980 


Deposits  in  millions  of  dollars 


Less 

than 

$5 

$5 

to 

$10 

$10 

to 

$25 

$25 

to 

$50 

$50 

to 

$100 

$100 

to 

$500 

$500 

to 

$1,000 

$1,000 

or 

more 

All 

national 

banks 

Real  estate 

Sept  1980 

4.1 

3.7 

3.7 

3.5 

3.2 

3.2 

4.2 

4  4 

3.5 

Dec  1980 

3.8 

4.1 

38 

3.5 

3.2 

3.4 

3.8 

4.4 

3.6 

Mar.  1981 . 

3.1 

4.3 

3.8 

3.8 

3.6 

3.5 

4.4 

5.1 

3.8 

June  1981  . 

3.0 

4.2 

3.9 

3.7 

3.4 

3.5 

4.5 

4.8 

3.7 

Sept.  1981 . 

3.0 

5.0 

4.1 

3.9 

3.7 

3.7 

4  8 

5.3 

4.0 

Dec  1981 

3.7 

4.9 

4.4 

4.3 

3.9 

4,0 

4.7 

5.3 

4.3 

Mar,  1982. 

56 

4.9 

4.6 

4.7 

4,2 

4.1 

4.8 

5.7 

4.5 

June  1982  . 

33 

4  8 

4.8 

4.7 

4.4 

4.1 

4.9 

5.5 

4.6 

Sept.  1982. 

3.4 

5  1 

5.2 

5.1 

4.6 

4.6 

5  1 

5  8 

4.9 

Commercial  and 
industrial 

Sept.  1980 . 

3.6 

4.9 

4.8 

4.7 

4.7 

4  5 

3.9 

4.4 

4.7 

Dec.  1980  . 

2.9 

4.6 

4.7 

4.6 

4.5 

4.2 

3.8 

4.1 

4.5 

Mar.  1981 . 

3  5 

4.7 

5.0 

4.5 

5.0 

4.7 

4.1 

4,7 

4.8 

June  1981  . 

3.6 

4.9 

4.9 

4.8 

5.1 

4.7 

4.3 

4,8 

4,9 

Sept.  1981 

3.5 

5.8 

5.3 

5.5 

56 

5.2 

4.8 

5.2 

5.4 

Dec  1981  . 

4.2 

5.3 

5.2 

5.6 

5.5 

5.0 

5.0 

5.2 

5.3 

Mar.  1982 . 

3.3 

6.0 

5.5 

6.0 

5.7 

5.7 

5.2 

5.1 

5.7 

June  1982  . 

2.4 

6.2 

5.7 

6.4 

6.0 

5.9 

5.6 

59 

5  9 

Sept.  1982 

3.0 

5.8 

6.4 

6.9 

6.5 

6  6 

5.8 

6  8 

6.4 

Personal 

Sept.  1980 . 

3.5 

4.2 

4.2 

3.8 

3.4 

30 

3.0 

3.5 

3.7 

Dec.  1980  . 

3.1 

4,4 

4  2 

3.9 

3.4 

3.1 

3.1 

34 

3.8 

Mar.  1981 . 

2.8 

4.2 

3.9 

3  6 

3.2 

2.9 

2.8 

3.4 

3.5 

June  1981  . 

3.0 

4.4 

3  7 

3.7 

3.1 

2.7 

2.6 

3  4 

3.5 

Sept.  1981 . 

2.6 

4.2 

3.8 

3.7 

3.2 

2.9 

3.0 

3.5 

3.5 

Dec.  1981  . 

2.7 

4.5 

4.1 

4.1 

3.6 

3.1 

3.2 

34 

3.8 

Mar,  1982 . 

2.4 

4.3 

4.0 

4.0 

3.5 

3.2 

3.3 

3.1 

3  7 

June  1982  . 

2.3 

4  1 

4.0 

3.9 

3.5 

3  0 

3.3 

3.1 

3.7 

Sept.  1982 . 

1.6 

4.5 

4.2 

4.1 

3.7 

3.3 

3.1 

3.1 

3.8 

All  other 

Sept.  1980 

3.5 

4  9 

4.2 

4.1 

5.1 

4  4 

3.5 

4.1 

4.4 

Dec.  1980  . 

2.1 

4.1 

4.4 

4.5 

4.6 

3.9 

2.8 

2.9 

4.3 

Mar.  1981 . 

2.3 

4.1 

4.3 

4.6 

5.1 

4  4 

3.4 

4.1 

4.4 

June  1981  . 

3.9 

4.8 

3.8 

4.6 

4.7 

4.5 

3.2 

4  0 

4.4 

Sept.  1981 . 

2  2 

4.4 

3.9 

4,4 

3.9 

4.5 

4.0 

4.2 

4.1 

Dec  1981 

4.5 

4.4 

3  8 

4.9 

5.0 

4.4 

4.7 

4  0 

4.5 

Mar,  1982 

1.6 

5.3 

5.0 

4.8 

4.8 

5.1 

4.1 

3.7 

4.8 

June  1982  . 

2.8 

3.7 

4.6 

4.5 

4.4 

5.0 

3.6 

4.4 

4.5 

Sept  1982 . 

3.6 

3.5 

4.4 

4.6 

4.3 

4.2 

4.7 

4.0 

4.3 

Total  loans 

Sept.  1980 

2  9 

3.6 

3.7 

3.6 

3.5 

3.4 

3.6 

4.0 

3.6 

Dec.  1980  . 

2.6 

3.9 

3.8 

3.7 

3.5 

3.4 

3.4 

3.9 

3.6 

Mar  1981 

2.3 

3  8 

3.8 

3.7 

3.7 

3.6 

3.7 

4.3 

3.7 

June  1981 . 

2.5 

4  0 

3.6 

3.7 

3.6 

3.5 

3.7 

4.3 

3.7 

Sept  1981 . 

2.5 

4.3 

3.8 

3.9 

3.8 

3.8 

4.1 

4  6 

3.9 

Dec.  1981 

3.1 

4.5 

4.0 

4  3 

4.1 

3.9 

4.2 

4.5 

4.1 

Mar  1982 

2.9 

4.6 

4.3 

4.5 

4.3 

4.2 

4.4 

4.5 

4.3 

June  1982  . 

2.0 

4,3 

4  4 

4.5 

4.3 

4.3 

4.5 

4.8 

4.3 

Sept  1982 

2.3 

4.4 

4.6 

4.8 

4.6 

4.7 

4.8 

5.3 

4  6 

See  notes  on  page  232. 
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Average  banks'  percent  of  loans  past  due,  by  national  bank  region,  quarterly  since  September  1980 


National  bank  region 


1 

2 

3 

4 

5 

6 

7 

8 

9 

70 

77 

72 

73 

74 

United 

States 

Real  estate 

Sept  1980 

3.7 

4  4 

4.3 

3.2 

3.7 

2.6 

3  6 

4  1 

3.1 

3.5 

2.9 

4.7 

4.1 

3.8 

3.5 

Dec  1980 

4  0 

46 

4.6 

3.2 

4.0 

2.7 

3.6 

4.4 

3.2 

3.5 

3.0 

4.2 

4.2 

3.5 

3.6 

Mar,  1981 , 

4.2 

4.7 

4.8 

3.3 

4.0 

3.1 

4.0 

4.3 

3.5 

3.9 

3.2 

4.2 

4  5 

3.3 

3.8 

June  1981  , 

3.7 

4.2 

4.7 

3.5 

3.9 

2.4 

4.0 

4.4 

35 

3.8 

3.3 

4  7 

3.9 

4  0 

3.7 

Sept  1981 

3.8 

4.3 

4.7 

3.8 

4  0 

2.8 

4.4 

4.7 

3.8 

4  6 

3.1 

4.8 

4.2 

4.6 

4  0 

Dec,  1981 

4.3 

4.9 

4.8 

4  1 

4  2 

3.3 

4  5 

5.2 

3.9 

4.5 

3.5 

5.5 

5.1 

N.A. 

4  3 

Mar,  1982 

4.5 

5.0 

N  A 

4.7 

4  3 

3.8 

4.8 

5.2 

4.5 

4.7 

3.7 

5.3 

5.5 

N  A. 

4.5 

June  1982  , 

4.3 

5.0 

N  A. 

4  7 

4.2 

3.5 

5.0 

5.4 

4.5 

4.7 

3.7 

5.6 

5.7 

N  A 

4  6 

Sept  1982 

4  2 

5  1 

N  A 

52 

4.6 

4.1 

5  4 

5.6 

5.0 

5.0 

3.9 

6.5 

5.8 

N.A. 

4  9 

Commercial  and 
industrial 

Sept  1980 

4.5 

5.0 

6.1 

4.8 

5  6 

3.5 

5.1 

4  6 

4  8 

4.2 

3  7 

5.7 

6.3 

7.1 

4  7 

Dec  1980 

5.0 

4  8 

5.8 

4  1 

5.3 

3.9 

5.2 

4.2 

4.8 

3.7 

3.7 

5.0 

5.6 

4.8 

4  5 

Mar,  1981 , 

5.5 

5.4 

7.0 

4.3 

4.9 

3.6 

5.6 

4.7 

5  2 

4  2 

3  6 

5.4 

6.1 

6.8 

48 

June  1981  , 

5.0 

5.3 

5  9 

4.5 

5.7 

3.8 

5.7 

4  4 

5.6 

4.1 

3.8 

6.1 

6.1 

8.5 

4  9 

Sept,  1981 

5.1 

5.7 

6.5 

5.4 

5.8 

4  4 

6.2 

4.6 

6.1 

5.1 

4.1 

6.0 

7.2 

9.4 

5.4 

Dec  1981 

5.6 

5.6 

6  1 

5.3 

5.9 

4  3 

6  1 

4.8 

60 

5.1 

4.0 

6  5 

7.8 

N.A. 

5.3 

Mar  1982 

6.4 

6.4 

N.A. 

6.4 

5.5 

4.6 

6.7 

5.1 

7.0 

5.2 

4.1 

6.1 

80 

N.A. 

5.7 

June  1982  ,  , 

58 

6.6 

N.A. 

6.6 

6.0 

4.9 

68 

5.2 

7.0 

5.3 

4.5 

6  7 

8.3 

N.A. 

5.9 

Sept.  1982 

64 

6.7 

N.A. 

6.9 

5.9 

5.3 

7  8 

5.4 

7.8 

5.9 

5.1 

7.4 

8.7 

N.A. 

64 

Personal 

Sept.  1980 

3.6 

3.8 

4.0 

3.8 

3.9 

2.3 

3.7 

4.4 

3.8 

4  0 

3.7 

3.8 

3  9 

3.0 

3.7 

Dec  1980 

3  7 

3.7 

4.4 

3.7 

4  0 

2.5 

3.7 

4  8 

3.7 

3.7 

3.9 

3.5 

4.0 

2.8 

3  8 

Mar.  1981 

3.7 

3.6 

4.0 

3.4 

3.7 

2.1 

3  6 

4.4 

3  7 

3.8 

3.3 

3.3 

3.6 

3.0 

3.5 

June  1981  . 

3  6 

3.5 

3.8 

3.5 

4  0 

2  0 

3.5 

4  1 

3.7 

3.8 

3.2 

3.4 

2.6 

2  6 

3.5 

Sept.  1981 

34 

3.6 

3.8 

3.5 

3.8 

2.4 

3  6 

4.2 

3  7 

4.0 

3.3 

3.3 

3.6 

3.2 

3.5 

Dec  1981 

3.9 

3.8 

4  4 

39 

4.1 

2.6 

3.7 

4.5 

4  0 

4.3 

3.6 

3.6 

3.7 

N  A 

3.8 

Mar  1982 

3.7 

4.1 

N  A. 

38 

3.7 

2.3 

3.8 

4.2 

4.1 

3.9 

3.5 

36 

39 

N  A 

3.7 

June  1982  . 

3.7 

3.8 

N.A 

3  8 

3.8 

2.4 

3.7 

4.4 

4.1 

4.1 

3.2 

3.4 

3.7 

N  A 

3.7 

Sept  1982 

3.3 

4.0 

N.A. 

4.1 

3.7 

2.4 

4.0 

4,3 

4  2 

4.1 

3.6 

36 

4.0 

N.A 

3  8 

All  other 

Sept  1980 

6.1 

5  5 

3.6 

3.5 

5.5 

4.5 

4.1 

4.1 

3  3 

2.5 

5.0 

5.6 

3.7 

15.1 

4.4 

Dec  1980 

6  3 

4  8 

4  0 

3.8 

4.2 

4  0 

3.7 

4  8 

3.1 

3.1 

4,4 

7  1 

5.0 

7.5 

43 

Mar.  1981 . 

5  8 

6.2 

2.7 

4.3 

4.2 

4  8 

4.2 

4  6 

3.2 

3.5 

4  7 

6.1 

5  5 

5.1 

4  4 

June  1981  . 

5.7 

5  2 

3  5 

4.7 

3  2 

5  2 

3.4 

3.8 

30 

3.8 

5.1 

5.6 

5  2 

103 

4  4 

Sept.  1981 

4.9 

6.2 

3.2 

3.5 

3.0 

5  3 

3.6 

3.5 

3.2 

3.2 

4.5 

6.6 

4.7 

9.2 

4  1 

Dec  1981 

4.6 

4.4 

3  3 

4.2 

3.7 

54 

3.5 

5.1 

3  5 

4.0 

5.0 

69 

7  0 

N.A. 

4.5 

Mar  1982 

5  4 

4.2 

N  A 

4.3 

4  7 

4  9 

5  0 

4.3 

4.5 

39 

4.7 

7  5 

7.7 

N  A 

4  8 

June  1982  . 

4  6 

4.3 

N  A 

3.3 

3.8 

5.2 

4.5 

3.4 

3.7 

3.6 

5.2 

7.0 

6.0 

N.A. 

4.5 

Sept  1982 

4  7 

4  0 

N.A. 

3.7 

4.5 

4  6 

4.7 

3.5 

3  8 

3.5 

4.6 

6.7 

4.6 

N  A 

4.3 

Total  loans 

3.6 

Sept  1980 

3.9 

4.3 

4  4 

3.6 

4.0 

26 

3.8 

4.0 

3.3 

30 

3.1 

4.2 

4.3 

4  3 

Dec.  1980 

4.2 

4  3 

4.7 

3.5 

4.2 

2  8 

3  8 

4.3 

3.5 

2.9 

3.3 

4.1 

4  6 

3.7 

3  6 

Mar.  1981 

4  5 

4.4 

4  7 

3.5 

4  1 

2  7 

4  1 

4.2 

3.7 

3.2 

3.1 

4  1 

4.7 

4  1 

3.7 

June  1981  .  .  . 

4.1 

4  2 

4.5 

3.6 

4.2 

2.5 

4  0 

3.9 

3.7 

3.1 

3.1 

4  3 

4.5 

4  6 

3.7 

Sept.  1981 

4  0 

4  3 

4  6 

3.9 

4  2 

2  8 

4.3 

4.1 

4.0 

3.4 

3.3 

4  4 

4  9 

5.4 

3.9 

Dec.  1981  .  . 

4  5 

4  6 

4.8 

4.2 

4  5 

3.1 

4.4 

4.5 

4.2 

3.7 

3.5 

5.0 

5.4 

N  A. 

4.1 

Mar  1982.  .  .  . 

4  8 

4  7 

N.A 

4.5 

4.4 

3  2 

4  8 

4  4 

4  8 

3.9 

36 

5.1 

5.7 

N  A 

4  3 

June  1982  .  .  . 

4  5 

4  7 

N  A 

4.5 

4  5 

3.2 

4  8 

4  5 

4.6 

3.8 

3.6 

5.1 

5.7 

N  A 

4.3 

Sept.  1982 

4.5 

4  8 

N.A. 

4.8 

4.5 

3.5 

5.3 

4.7 

5.0 

4.0 

4.1 

5.6 

5.8 

N  A 

4  6 

Beginning  with  the  reports  for  December  1981,  national  banks  located  in  old  Region  14  (California,  Hawaii  and  Nevada)  are  included  in  Region 
13,  Beginning  with  the  September  30,  1981  reports,  national  banks  located  in  the  upper  peninsula  of  Michigan  are  included  in  Region  9  and 
excluded  from  Region  7.  Beginning  with  the  March  31,  1982  reports,  national  banks  located  in  Pennsylvania  and  Delaware  are  included  in 
Region  2  The  current  composition  of  the  regions  and  other  information  is  given  in  the  notes  on  page  232 
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Average  banks'  percent  of  loans  past  due  at  foreign  offices,  quarterly  since  September  1980 


Assets  in  millions  of  dollars 

$300 

to 

$900 

$900 

to 

$5,000 

$5,000 

or 

more 

All 

national 

banks 

Foreign  office  loans 

Sept  1980  . 

0.7 

1.2 

1.2 

1.1 

Dec  1980  . 

1.1 

1  4 

09 

1.3 

Mar  1981 . 

1  8 

1.0 

0  9 

1.1 

June  1981 . 

1.9 

1  1 

0.7 

1.1 

Sept.  1981 . 

1.7 

1  4 

1.0 

1.3 

Dec  1981 

1  3 

1.4 

1.4 

1  4 

Mar  1982 . 

1.3 

1.7 

1  9 

1.6 

June  1982  . 

2.4 

2  2 

2.1 

2.2 

Sept  1982 . 

1.1 

3.3 

3.2 

3.0 

NOTES: 

Average  Banks'  Percent  of  Loans  Past  Due — Percentages  reported  are  averages  of  individual  banks'  percentages 
of  loans  past  due  with  each  bank  accorded  the  same  weight  regardless  of  size;  those  individual  bank  percentages 
are  based  on  dollar  value  of  loans  past  due.  All  figures  are  as  of  the  last  day  of  the  month  indicated. 

Past  Due  Loan  Data — Beginning  November  1974,  all  national  banks  were  requested  to  submit  bimonthly  reports 
listing  their  total  loans  outstanding  and  amount  past  due  as  of  the  end  of  the  month.  Beginning  with  September 
1975,  the  reports  have  been  collected  quarterly  to  coincide  with  call  report  dates.  The  primary  purpose  of  the  data 
is  to  assist  the  Office  in  monitoring  the  performance  of  individual  banks.  However,  the  Office  periodically  provides 
aggregate  or  average  figures  for  public  use. 

Past  Due  Loan  Criteria — Banks  are  directed  to  use  the  same  criteria  used  by  national  bank  examiners  as  this  report 
is  a  supplement  to  the  regular  examination  report.  That  is,  loans  past  due  are:  (1)  beginning  with  December  1977, 
single  payment  notes  15  days  or  more  past  maturity — prior  to  that,  six  days  or  more  past  maturity;  (2)  single 
payment  notes  with  interest  due  at  specified  intervals  and  demand  notes  on  which  interest  is  due  and  unpaid  for  1 5 
days  or  more;  and  (3)  consumer,  mortgage  or  term  loans  payable  in  regular  installments  on  which  one  installment  is 
due  and  unpaid  for  30  days  or  one  month. 

Loan  Categories— The  loan  categories  for  this  report  correspond  to  those  for  the  report  of  condition  except  for 
“Other  Loans."  “Other  Loans’’  includes  loans  to  financial  institutions,  loans  for  purchasing  or  carrying  securities, 
loans  to  farmers  and  all  other  loans  not  included  in  the  specified  categories. 

National  Bank  Regions — Region  1 :  Connecticut,  Maine,  Massachusetts,  New  Hampshire,  Rhode  Island  and 
Vermont;  Region  2:  Delaware,  New  Jersey,  New  York,  Pennsylvania,  Puerto  Rico  and  Virgin  Islands;  Region  4: 
Indiana,  Kentucky  and  Ohio;  Region  5:  District  of  Columbia,  Maryland,  North  Carolina,  Virginia  and  West  Virginia; 
Region  6:  Florida,  Georgia  and  South  Carolina;  Region  7:  Illinois  and  Michigan  (excludes  banks  in  the  upper 
peninsula);  Region  8:  Alabama,  Arkansas,  Louisiana,  Mississippi  and  Tennessee,  Region  9:  Michigan  (banks  in  the 
upper  peninsula  only),  Minnesota,  North  Dakota,  South  Dakota  and  Wisconsin;  Region  10:  Iowa,  Kansas,  Missouri 
and  Nebraska;  Region  11:  Oklahoma  and  Texas;  Region  12:  Arizona,  Colorado,  New  Mexico,  Utah  and  Wyoming; 
Region  13:  Alaska,  California,  Hawaii,  Idaho,  Montana,  Nevada,  Oregon  and  Washington. 
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Administrative  actions  issued  July  1  to  December  31,  1982, 
152-185  (See  also  Enforcement  actions  and  Civil  money 
penalties) 

Applications 

for  national  bank  charters,  calendar  1982,  202 
for  national  bank  charters,  by  states,  July  1  to  December  31, 
1982,  203 

for  national  bank  charters  pursuant  to  corporate 
reorganizations,  July  1  to  December  31,  1982,  205 
Arnold,  Doyle  L  ,  speeches  by,  37-39,  42-46 
Assets,  liabilities  and  capital  accounts  of  national  banks 
consolidated,  of  large  banks,  September  30,  1982,  10 
consolidated,  of  banks  with  foreign  operations,  224 
September  30,  1981  and  September  30,  1982,  8 
Average  banks'  percent  of  loans  past  due 
at  foreign  offices.  232 
by  assets.  229 
by  deposits.  230 
by  national  bank  region  231 

Bank  failure,  37,  58-63 
Bank  holding  companies,  50-55 
Branches  of  national  banks 
CBCT  by  states.  June  30  to  December  31,  1982,  200 
federal  by  state.  201 

by  states  June  30  to  December  31,  1982,  199 

CBCT  (See  Customer-bank  communications  terminals) 

Cease  and  desist  orders  (See  Enforcement  actions) 

Charters  and  chartering 

applications,  calendar  1982,  202 
applications,  approved  and  rejected,  by  states,  July  1  to 
December  31,  1982  203 

applications  pursuant  to  corporate  reorganizations,  approved 
and  rejected,  by  states,  July  1  to  December  31,  1982,  205 
issued  pursuant  to  corporate  reorganization,  by  states,  July  1  to 
December  31,  1982,  210 

issued  to  newly  organized  national  banks,  July  1  to  December 
31,  1982,  207 

national  banks  converted  to  state  banks,  calendar  1982,  222 
state  banks  converted  to  national  banks,  July  1  to  December 
31,  1982,  209 

Civil  money  penalties  issued  July  1  to  December  31,  1982, 
151-152  (See  also  Administrative  actions  and  Enforcement 
actions) 

Comptroller  of  the  Currency 
administrative  actions  of,  152-185 
Administrative  Services  Division,  21 
Bank  Accounting  Division,  18 
Bank  Organization  and  Structure  Department,  23-24 
Bank  Supervision,  13,  14-20 
Chief  Counsel,  14,  27-32 
Chief  National  Bank  Examiner,  15-19 
civil  money  penalties  issued  July  1  to  December  31,  1982, 
151-152 

Commercial  Examinations  Division,  15-16 
Communications  Division,  32 
Comptrollers,  listed,  197 

Community  and  Consumer  Affairs  Division.  32-33 
Conference  Office,  22 
Consumer  Examinations  Division,  16-18 
Data  Processing  Division,  25 

Deputy  Comptroller  for  Bank  Organization  and  Structure,  23-24 
Deputy  Comptroller  for  Examinations,  13 


Deputy  Comptroller  for  Industry  and  Public  Affairs,  13 

Deputy  Comptroller  for  International  Banking,  14 

Deputy  Comptroller  for  Management  Resources,  20 

Deputy  Comptroller  for  Multinational  Banking,  14 

Deputy  Comptroller  for  Operations,  21 

Deputy  Comptroller  for  Special  Surveillance,  15 

Deputy  Comptroller  for  Systems  and  Financial  Management,  25 

Deputy  Comptroller  for  Trust  and  Securities,  13 

Deputy  Comptrollers,  listed,  198 

district  offices,  1-3 

Economic  and  Policy  Analysis  Division,  24-25 
EDP  Examinations  Division,  18 

enforcement  actions  issued  July  1  to  December  31  1982 
_  149-185 

Enforcement  and  Compliance  Division,  28-30 
Equal  Employment  Opportunity,  22 
field  offices,  1-3 

Financial  Operations  Division,  25-26 
Human  Resources  Division,  20-21 
Industry  and  Public  Affairs,  13,  32-33 
International  Banking  Activity  Division,  14 
interpretive  letters  of,  October  15  and  November  15,  1982, 
187-193 

Investment  Securities  Division,  19 

Legal  Advisory  Services  Division,  31 

Legislative  Counsel,  31 

Litigation  Division,  27-28 

Management  Systems  Division.  26 

Multinational  Examinations  Division,  14 

Multinational  and  Regional  Bank  Analysis  Division,  14 

National  Bank  Surveillance  System,  15 

National  Operations,  13,  20-22 

Operations,  21-22 

Operations  Analysis  Division,  22 

Policy  and  Planning,  13,  23-26 

Policy  Group,  13 

Regional  Bank  Division,  14 

Regulations  Analysis  Division.  31-32 

regional  offices,  inside  back  cover 

regional  reorganization,  1-3 

Securities  and  Corporate  Practices  Division,  30-31 

Senior  Deputy  Comptroller  for  Bank  Supervision,  13 

Senior  Deputy  Comptroller  for  National  Operations,  13 

Senior  Deputy  Comptroller  for  Policy  and  Planning.  13 

Special  Projects  Division,  15 

speeches  by,  39-42 

Strategic  Planning  and  Budgeting  Division,  26 
Systems  and  Financial  Management,  25-26 
testimony  of.  58-63 

Training  and  Development  Division,  21-22 
Trust  Examinations  Division,  19 
Conover,  C  T 

speeches  by,  39-42,  46-50,  50-55,  55-58 
testimony  of,  58-63 
Consolidations 

national  banks  merged  or  consolidated  with  state  banks,  by 
states,  July  1  to  December  31,  1982,  221 
of  national  banks,  or  national  and  state  banks,  by  states,  July  1 
to  December  31,  1982,  213 
Conversions 

national  banks  converted  to  state  banks,  calendar  1982,  222 
state-chartered  banks  converted  to  national  banks,  July  1  to 
December  31,  1982,  209 
Corporate  reorganizations 

charters  issued  pursuant  to,  July  1  to  December  31  1982  210 
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mergers  consummated  pursuant  to,  by  states,  July  1  to 
December  31  1982,  217 

mergers  consummated  pursuant  to,  October  1  to  December  31, 
1982,  with  decisions,  67-68,  135-147 
Credit  cards  and  related  plans  of  national  banks,  balances 
outstanding,  by  states,  September  30,  1982,  227 
Customer-bank  communications  terminal  (CBCT)  branches  of 
national  banks,  by  states,  June  30  to  December  31,  1982,  200 

DIDC  (See  Depository  Institutions  Deregulation  Committee) 

Deposit  insurance,  37,  38  52,  56 

Depository  Institutions  Deregulation  Committee,  5-6,  24,  43,  47 
Deputy  Comptrollers  of  the  Currency,  listed,  198 
Deregulation,  5-6,  37-39,  40-41,  42-46,  46-50,  51,  55-58 
Disclosure,  49,  52 
Domestic  offices  of  national  banks: 
deposits  in,  by  states,  September  30,  1982,  225 
loans  of,  by  states,  September  30,  1982,  226 
by  states,  June  30  to  December  31,  1982,  199 
Douglas  Amendment,  40,  44,  46,  51 

Enforcement  actions  of  the  OCC,  July  1  to  December  31,  1982, 
149-185 

Examination  of  banks,  14-20,  57 

Federal  branches  and  agencies  of  foreign  banks,  by  state, 
calendar  1982,  201 

Federal  Financial  institutions  Examination  Council,  19-20 
Foreign  operations,  assets  of  national  banks  with,  September  30, 
1982,  224 

Formal  agreements  of  OCC  (See  Administrative  actions  and 
Enforcement  actions) 

Garn-St  Germain  Depository  Institutions  Act,  5,  40,  46 
Glass-Steagall  Act,  40,  46.  47,  51 

Income  and  expenses  of  large  national  banks,  September  30, 
1982,  11 

Interpretive  letters  of  OCC,  October  15  and  November  15,  1982, 
187-193 

Investments  in  coin  and  bullion,  interpretive  letter  on,  192-193 

Krause.  Susan,  article  on  short-term  deposit  accounts,  5-6 

Lease  financing  by  national  banks,  by  states,  September  30, 

1982.  228 

Leases  and  IPCs,  interpretive  letter  on,  189-190 
Loans  in  domestic  offices  of  national  banks,  by  states,  September 
30,  1982,  226 
Loans,  international,  49,  57 
Loans,  past  due,  average  banks'  percent,  229-232 

McFadden  Act,  40,  44,  46,  51 

Memorandum  of  Understanding  (See  Administrative  actions) 
Mergers  resulting  in  national  banks 
consummated  involving  a  single  operating  bank,  October  1  to 
December  31,  1982  67-68,  135-147 
consummated  involving  two  or  more  operating  banks,  October 
1  to  December  31,  1982,  65-67,  69-134 
consummated  pursuant  to  corporate  reorganizations,  by  states, 
July  1  to  December  31,  1982.  217 
calendar  1982,  212 

of  national  banks,  or  national  and  state  banks,  by  states,  July  1 
to  December  31,  1982,  213 
Money  market  funds,  5 
Money  Market  Deposit  Accounts,  5-6 

National  banks 

applications  for  charters,  approved  and  reacted,  by  states,  July 
1  to  December  31  1982,  203 

applications  for  charters  pursuant  to  corporate  reorganizations, 
July  1  to  December  31  1982,  205 


assets,  liabilities  and  capital  accounts  of: 
consolidated,  of  banks  with  foreign  operations,  September 
30,  1982,  224 
consolidated,  of  large,  10. 

September  30,  1981  and  September  30,  1982,  8 
branches  of. 

CBCT,  by  states,  June  30  to  December  31,  1982,  200 
federal,  of  foreign  banks,  by  state,  calendar  1982,  201 
by  states,  June  30  to  December  31,  1982,  199 
charters,  applications  for,  calendar  1982,  202 
converted  to  state  charters,  calendar  1982,  222 
conversions  of  state  banks  to,  July  1  to  December  31,  1982, 
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credit  card  balances  of,  September  30,  1982,  227 
charters  issued  pursuant  to  corporate  reorganizations,  July  1  to 
December  31,  1982,  210 

deposits  in  domestic  offices,  September  30,  1982,  225 
engaged  in  lease  financing,  September  30,  1982,  228 
examination  of,  14-20,  57 
in  liquidation,  calendar  1982,  223 
large,  assets  and  liabilities,  10 
large,  income  and  expenses  of,  1 1 
loans  in  domestic  offices  of,  September  30,  1982,  226 
merged  or  consolidated  with  state  banks,  by  states,  calendar 
1982,  221 

mergers  of,  or  national  and  state  banks,  by  states,  213 
mergers  of,  pursuant  to  corporate  reorganizations,  by  states 
July  1  to  December  31,1 982,  21 7 
mergers  resulting  in,  October  1  to  December  31,  1982,  65-147 
multinational,  14 

newly  organized,  by  states,  July  1  to  December  31,  1982,  207 

operations  of,  7-12 

past  due  loans  of,  average,  229-232 

purchases  of  state  banks  by.  July  1  to  December  31,  1982,  222 
regional,  14 

Newly  organized  national  banks,  July  1  to  December  31,  1982, 
207 

Nonbank  competition.  40,  42,  47,  51 

Notice  of  charges  issued  by  OCC  (See  Enforcement  actions) 
Past-due  loans 

average  banks'  percent,  at  foreign  offices,  232 
average  banks'  percent,  by  assets,  229 
average  banks'  percent,  by  deposits,  230 
average  banks'  percent,  by  national  bank  region,  231 
Penn  Square  Bank,  N  A  ,  37,  58-63 

Purchases  of  state  banks  by  national  banks,  by  states,  July  1  to 
December  31,  1982,  222 

Regional  reorganization  of  the  OCC,  1-3 

Regulation  of  banks  (See  Examination,  Supervision  of  banks) 

Speeches  and  Congressional  testimony  of  the  OCC,  37-63 
State-chartered  banks  converted  to  national  banks,  by  states,  July 
1  to  December  31,  1982,  209 
Statistical  tables,  195-232 
Strategic  planning,  41,  53 
Super-NOW  Account,  5-6 
Supervision  of  banks,  37-39,  41,  45,  52.  59,  60 

12  USC  24(7),  interpretive  letters  on,  189-190,  192-193 
12  USC  82,  interpretive  letter  on,  190-192 
12  USC  84,  interpretive  letter  on,  190-192 
12  USC  92a,  interpretive  letter  on,  190-192 
12  USC  378,  interpretive  letter  on,  190-192 
12  CFR  9,  interpretive  letter  on,  190-192 

Testimony  of  OCC,  58-63 

Year-to-date  income  and  expenses  of  large  national  banks,  1 1 
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